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INTRODUCTION

Nearly three years ago, the'Ninéty-second Congress took up the
task of reexamining the federal: government's role in financing post-
secondary education. During the precediﬁg two decades, the federal role-
had expanded enormously. Stértiﬁg with establishment of the Natibnal
Science Foundation in 1950, which institutionalized the working
relationships among the government, universities, and the scientific
community that had developed during Woi1d|War I1, Congress passed |
an unprecedented series of laws that made the.federal government

- a major partner:in the financing of the nagion's vast postsecondary
education enterprise. _

Among the major milestones were the extension of the G.I. Bill
in 1972 to provide direct aid to thousands of student~veterans; the
National Dgfensé Education Act-ofv1958 settingruP‘thegfirst federal
student loan program, the.Highéf Education Academic Fgcilities Con-
struction Act of 1963 ﬁroviding federal aid to build Elassrooms to
house the rapidly swelling enrollments of the 1960s, the‘Higﬁér Educa-
tion Act of 1965 authorizing major increases in'studenflaid'and~instd-
tutional support, the Higher Education Amendments of. 1968 strength-
ening several of the student aid programs and liberaliiing support
for classroom construction and library assistance, ané the Health
Manpower Act of 1968 extending federal aid tb.studentg and institu-
tions in the health field. By 1970, federal aid to postsecondary
education had risen to $6 billion channeled through more than 300

programs administered by a dozen different departments and agencies.




The immediate task of the Ninety-second Congress was to review
many of these programs, particularly those embodied in the Higher
Education Act of 1965 and subsequent legislation, to determine which
should be continued, which should be expanded, and which should be
ended. In addition, there was strong interest in attempting to Shape
the'mﬁltitude of federal aid programs into d more coherent statement
of federal policy in this important field. State and local support
for postsecondary education, driven by the surge of enrollment growth
that occurre& throughout the nation, had also risen sharply, and it
had become increasingly important to mesh federal financing with state
financing in support of basic national objectives. /'

As. a consequence, a thorough examination of postsecoﬁdary
education at the national level was conducted throughout much of 1971
and 1972. The ﬁlans, hopes, fears, and frustrations ofistudents,-
educators, government officials, and many others were focused on the
ensuing debate, which. continued unabated into the final conference
between the. Senate and the House of Represen%ativeé to resolve the
.differences between the bills passed by the two houses. The piincipal
product of this debate was the Education Amendments of 1972, an act
which, among other provisions, extended many of the existing federal
aid programs, added a new program of basic student grants for every
high school graduate. who wants to continue his or her=édu¢ation but
lacks sufficient resources to do.so, 'and encouraged the establishment
of new planning structures at the state level to improve all forms ot
statewide -planning for’postsetondafy'educational syétems.

During ‘the debate that preceded passage df this act, however,
Congress found that it could not resolve all of the points at issue.
As a consequence, Congress added to the act a provision establishing
a Nationgl Commission'on the Financing\of Postsecpndary Education and
charging the Commission with developing an analytical framework to be
used to review existing'financing programs and to recommend new/
financing methods and policies that would most effectively serve the

national interest.



Specifically, the National Commission on the Financing of Post-
secondary Education, as established by Publid Law 92-318 (Section 140)
and appointed by the President and Congress, was charged with studying:

The impact of past, present, and anticipated private}
local, state, and federal support for postsecondary
education.

The appropriate role for the states in support of
higher education (including the application of state
law on postsecondary educational opportunities).

Alternative student assistance programs.

- The potential federal, state, and private partici-
pation in such programs.

The legislation left to the Commission the task of delineating
the details of the study but listed several subjects to be included:

1. The study shall determine the need, the desirability,
the form, and the level of additional governmental
and- private assistance to postsecondary education.

2. It shall include at least:

a. An analysis of the existing programs of aid to
’ institutions of higher education.

b. An analysis of:varibus alternative proposals pre-
sented to the Congress to provide assistance to
institutions of higher education.-

Cc. An analysis of other viable alternatives of assis-
' tance to institutions of higher education.

3. THe analyses under No. 2 shall include:
a. The costs of‘éxisting brograms and alternative programs.
b. The advantages and disadvantages of each.

c. The extént to which each proposal would preserve
the diversity and independence of such institutions.

d. The extent to which each would advance the national
goal of making postsecondary education accessible
to -all individuals, including returning veterans
having the .desire and ability to continue their edu-
cation.

4. In conducting the study, the Commission shall consider:

a. The nature and causes of serious financial distress
facing institutions of postsecondary education; and




%

b. Alternative models for the long-range solutions to
the problems of financing postsecondary education
with special attention to the potential federal,
state, local, and private participation in such
brograms, including, at least:

1)

2)

3)

4)

5)

6)

The assessment of previously related privatr
and governmental studies and their recom-
mendations;

Existing state and local programs of aid to
postsecondary institutions;

The level of endowment, private sector support,
and other incomes of postsecondary institu-

tions and the feasibility of federal and state -
income tax credits for charitable. contributions
to postsecondary institutions; )

The level of federal support of postsecondary
institutions through such programs as research
grants and other general and categorical pro-.
grams; ’

Alternative forms of student assistance, includ-
ing, at least, loan programs based on income-
contingent lending, loan programs which utilize
fixed, graduated repayment schedules, loan pro-
grams which provide for deferment of all or
part of repayment in any given year based on- a
certain level of a borrower's income; and exist-
ing student assistance programs, including those
administered by the Office of Education, the
Social Security Administration, the Public
Health Service, the National Science Foundation,

‘and the Veterans Administration; and

Suggested national uniform standards for deter-
mining the annual per-student costs of providing
postsecondary education for students in attend-
ance at various types and classes of institutions
of higher education.

The legislation further reqPired that “No later than April 30,
1973 [amended to December 31, 1973], the Commission shall make a final

report to the President and Congress on the results of the investiga-

tion and study,” with that report to include:

1. .Findings -and recommendations as the Commission.deems appro-
priate, including recommendations for legislation; and

ERIC
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2. Suggested national uniform standard procedures for deter-
mining the annual per-student costs of providing postsec-
ondary education for students in attendance at various
types and classes of institutions of higher education.

Within sixty days from submission of the final report, "...the
Commissioner [0f Education] shall make a report to the Congress com-
menting on the Commissioner's suggested national uniform standards,
and incorporating his recommendations with respect to national uni-
form standards together with any related recommendations for legis-
lation." |

To accomplish its task, the Commission was.provided an appropri-
ation of $1.5 million. The Commission's first meeting was held on
October 12, 1972 and its last, 14 months later, December 16, 1973,

In its very earliest deliberations, the Commission determined that

its primary responsibility was not to recommend a specific set of
financing programs to the President and Congress but rather to develop
and submit a comprehensive and systematic method for choosing among

the many alternatives before Congress and the state legislatures for

the financing of postsecondary educatioﬁ. In this way, the Commission's
study has been unique among such studies at the national level, and to
a great extent its contribqtion will only be determined by the ability
.and willingness of the federal, state governments, and other interested
policy makers to make effective use of this proposed system for analysis.

The Commission met at least'ohcevé month in two- and three-day-
séssions throughout 1973, with more frequeht meetings as its work.
approached completion. In addition, much of the Commission's work
has been carried on by two committees, which also met at least once
each month throughout the year. The Committee on Conditioﬁs, Definitions,
and Expeétations‘of Postsecondary Education, chaired by Vice-Chairwoman
Marian W. La Follette, dealt primarily with the identification of the
-objectives of postsecondary education and.the conditions within society
and the enterprise itself of critical importance. to its future -develop-
ment. The Committee on the Analysis of the Adequacy-and Impact of

Funding, chaired by George Kaludis, carried the primary burden for



directing the Commission's work on the analysis of current financ-
ing, on the development of the analytical framework for évaluating
alternatives, and on the analysis of problems of costing and
related information.needs regarding postsecondary institutions.

The report that follows is organized into nine chapters. In
the first chapter, the term "postsecondary education" is defined for
the purpose of the Commission's study. This is followed by a discus-
sion of a number of assumptions. regarding conditions within society
and within postsecondary education that are likely to be of partic-
ular significance for financing policies during the next two decades.
The second chapter outlines a series of basic objectives for post-
secondary education as.determined by the Commission. The third and
fourth chapters provide a descriptidn of the current pattern of
financial support and a discussion of the extent to which the
objectives are being achieved. The fifth chapter,'in response to a
specific directive from Congress, deals with the questioﬁ of financial
distress among postsecondary educational institutions.

The sixth chapter presents a description of the anallytical frame-
work developed by the Commission to evaluate the effect%veness of
alternative financing plans for postsecondary education,in achieving
national objectives in comparison with the level of financing needed
by each plan. It is this section of the report that the Commission -
believes to be of fundamental importance in answering its charge from
Congress. The seventh chapter applies the analytical framework to a
varie%y of alternative financing plans and mechanisms. The eighth
chapter discusses the uses of uniform national procedures for.determin-
ing per-student costs. It also discusses the devslopment of other
"information'to improve institutional accountability. The final chap-
Eér presents a summary of the Commission's conclusions and a listing
of the recommendations that follow from those conclusions.

In carrying out its responsibility, the Commission has relied

heavily upon the work of earlier commissions, state-study groups,



private agencies, and individual researchers, rather than under-
taking extensive original research of its own into each of the topics
before it. In ﬁart, this was because the Commission worked under
strict time constraints. But more important, the Commission strongly
believed that it should utilize and build upon the work of other
public and' private agencies rather than duplicate what had already
been accomplished. Among the works fhat the Commission has con-
sulted are the many volumes published by the Carnegie Commissioﬂ,

the Report of the Assembly on University Goals and Governance,

and Report on Higher Education issued by the Newman Commission,

the report of the Commission on Human Resources and Advanced
Education, a large number of major studies undertaken by individual
states over the past five years, and several major international
reports on postsecondary education. The Commission is deeply

indebted to- the authors of those reports.,



CHAPTER 1

POSTSECONDARY EDUGATION
IN A CHANGING
SOCIETY




POSTSECONDARY EDUCATION IN A CHANGING SOCIETY

!

The term "postsecondary education' has not surprisingly eluded
a firm and generally accepted definition. To some, the term is
synonymous with "higher education.” To others, it encompasses the
whole spectrum of ihstitutions, agencies, and activities that are
concerned in some fashion with education beyond the high school level.
Thus, the Commission's first task was to identify the institutions,
programs, and activities that make up postsecondary education in the
broadest sense and then to develop a practical working definition of
the term to guide .the Commission's study.

Congress used the term in the Education Amendments of 1972 to
indicate that the federal interest extends beyond the traditional
institutioﬁs:gf higher education to include public and private occupa-
tional Schoolg and, possibly, the hust of postsecondary educational
programs offéred by research organizations, 6ccupationa1 training
~agencies, private associations,. and other groups. The Commission )

" shares this view and, as a result of its invéstigations, has concluded
ﬁ'¥ﬁét'postsecondary education éoﬂsists of four major sectors: a .
collegiate sector, a noncollegiate sector, a third sector made up of

all other postsecondary institutions, and a fourth séctor encompassing
the vast array of formal and informal learning opportunities offered

by agencies and institutions that are not primarily engaged in providing

structured educational programs.
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Collegiate Sector

In 1972-73, the collegiate sector consisted of 2,948* public and
private institutions of higher education-—inélﬁding community colleges,
four-year liberal arts colleges, major res€arch universities, and
professional schools—which enrolled over nine million students.1
(See Table 1.) These are the institutions upon which state, local,
and federal interest traditionally has been focused. '

Although this sector has undergone several periods of rapid
growth over the past 200 years, none was equal to that which took place
in the 1960s. During that decade, the number gf collegiate inftitu-
tions increased by more than 500; and enrollment more than doubled,
rising from 3.6 million in 1960 to 8 million in 1970. This unprece-
dented growth involved nearly every kind of collegiate institution;
but the greatest expansion occurred among the principal public insti-
tutions: two-year coﬁmunity'colleges, four-year state colleges, and
universities. As a consequence, the public institutions, which as
recently as 1950 enrolled little more than half the total number of
students attending collegiate institutions of all kinds, enrolled 76
percent of all collegiate students in 1972.

Among those students who were enrolled during 1972-73 for degree
credit, approximately 22 percent were enrolled in two-year colleges,
and 78 percent were enrolled in four-year institutions. About 11 per-
cent were enrolled as graduate students and 89 percent as undergraduates

or in the first year of professional training. Approximately 58 per-
' cent were men, and 42 pércent were women. Among those students who
were enrolled in public institutions, nearly two-thirds were enrolled
as full-time students; among those in privafé institutions, three~

fourths were enrolled full-time.

*This is the total number of collegiate institutions that responded
to U.S. Office of Education surveys.

Y
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Table 1-1: Collegiate Sector of Postsecondary Education:
Institutions and Enrollment, by Type of Institution,*

1972-73
Institutions Enrollment**
Institutional Type
Public Private Total Public Private Total

Leading research universities..... 26 20 46 809,701 230,056 1,039,757
Other research universities....... 30 18 48 602,475 156,769 769,244
Large doctorate granting

institutions......... veeeeenns 23 12 35 299,662 135,762 435,424
Small doctorate granting

institutions....coceeeeenenens 22 14 36 279,612 109,270 388,882

Comprehensive colleges with
substantial program
offerings....cceeeennnuneecne. 214 92 306 1,787,193 421,618 2,208,811

Comprehensive colleges with
limited program

offerings...coceeveeenceneenas 114 57 171 © 471,327 129,258 600,585
Highly selective liberal arts -

colleges..civevncnencnnennenns 1 144 145 2,246 190, 144 192,390
Other liberal arts colleges....... 31 537 568 57,271 467,305 524,576
Two-year colleges and

institutions.cceeeeceenncannss - 882 251 1,133 2,671,377 129,278 2,800,655
Divinity schoolS.....ceeveeveen.. . (] 219 219 0 65,989 65,989
Medical schools and centers....... 30 15 45 54,940 9,675 64,615
Other health professions schools.. 6 21 27 3,585 9,734 13,319
Schools of engineering and -

technology...oeeveenneesn PR 7 32 39 20,829 52,212 73,041
Schools of business and ' .

management....... teetesesenann 1 26 27 13,821 41,168 54,989
Schools of art, music and design.. 4 48 52 2,525 32,891 35,506
Schools Of 1aW..uueu.ennn... ceveen 1 100 1 1,525 9,302 10,827
Teachers colleges....... Cesevscass 1 7 8 1,063 8,360 9,423
Other specialized institutionms.... 17 15 + 32 38,392 8,526 46,918

TOTAL . v evvnernnnenns 1,410 1,538 2,948* 7,127,544 2,207,407 9,334,951

Source: Carnegie Commission of Higher Education, Classified List
of Educational Institutions, 1973; U.S. Office of Educa-
tion, Opening Fall Enrollment, 1972-73, a prelinminary
report.

*Branch campuses are treated as separate institutions. The Higher
Education General Information Survey (HEGIS) total, which does '
not count branch campuses separately, is 2,686.

**Individuals.

o 15

ERIC

Aruitoxt provided by Eic:

-



Of the 1,193 public institutions, the majority, 849, were
operated by the states; 335 were predominantly local institutions;
and 9 were federal institutions.

Noncollegiate Sector

The noncollegiate sector of postsecondary education is made
up of an estimated 7,016 occupational schools, which enrolled
approximately 1.6 million students in 1972-73. Many of these
schools are called '"'colleges," and some give fully accredited
degrees.2 All are either accredited by a federally-recognized
accrediting agency (approximately 1,600 fall into this category)
or have been otherwise classified as eligible for participation
in the federal Veterans' benefits or Social Security student-aid
programs.

These schools, which have been classified under nine
different head;ngs by the U.S. Office of Education (see Table 2),
provide occupational training intended primarily for students
whose immediate interest is employment in a specific trade or
industry. Some are public institutions—for example, trade and
technical schools serving particular industries—but the great
majority are private institutions. A relatively small percentage
of these private institutions are operated as nonprofit organiza-
tions. The majority are operated for profit and are managed by
corporations (66 percent), partnerships (18 percent), or single
proprietors (16 percent). Among these proprietary schools, more
than half are cosmetology or flight schools.3

Because the noncollegiate sector has so long been ignored by the
public and private agencies.that collect data on postsecondary educa-
tion, there are no reliable.figures on the distribution of students by
age Or sex or prograﬁ; nor are there figures indicating changes in
enrollment. This Commission, the Carnegie Commission, and the U.S.
Office of Education have begun a data collection effort, however, that




Table 1-2: Noncollegiate Sector of Postsecondary Education, Estimated
Number of Institutions by Type and Control, 1970-71

Pro- Non- Sec-

Institutional Type Public prietary profit. tarian Total
Technical /Vocational... 560 423 40 4 1,027
Technical Institutes... 122 161 23 0 306
Business/Commercial.... 5 940 20 2 967
Cosmetology...ceeeesenn 4 1,475 2 0 1,481
Flight School.......... 3 1,332 10 0 1,345
Trades Schools......... 54 509 34 0 597
Correspondence......... 0 112 1 1 114
Hospital Schools....... 118 47 681 288 1,134
T TR 15 20 10 . 0 . 45

Total........ 881 5,019 821 295 7,016

Source: Adapted from U.S. Office of Education, National Center for
Educational Statistics, Directory of Postsecondary Schools
with Occupational Programs, 1971 (Washington, D.C., 1973),
Table 3, p. xix.

within a year should begin to provide useful information regarding

the students and institutions in this sector.4

Other Postsecondary Institutions

There is an additional number uf pbstsecondary schools —roughly
estimated at 3,500—that offer formal learning opportunities in a wide
variety of vocational and recreational fields. These institutions are
not included within the noncollegiate sector solely because they have
not become eligible for participation in a federal student-aid program
of any kind. Among them are schools that teach foreign languages, pro-

fessional modeling, and real estate sales, as well as recreational

17
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schools teaching such skills as social dancing, skiing, swimming, and
mountain climbing. Although some are licensed by state agencies that
enforce professional and vocational standards, there is at present no
comprehensive listing of these institutions apart from the yellow pages
of the telephone directory for each community. Data on their enroll-
ments, programs, and financing aré also unavailable in any standard-

ized and reliable form.

Other Learning Opportunities

Finally, there are many formal and informal learning opportunities
.offered by such organizations and groups as churches, libraries,
museums, art galleries, labon.ﬁnions, public radio and television,
civic organizations, industrial organizations, professional associations,
and chambers of commerce throughout the nation. Again, there is no
comprehensive listing of such opportunities; nevertheless; they are
unquestionably an important part of postsecondary education for many
Americans. It has been estimated that in 1971-72 over 32 million
people aged 18 through 60'participated in some form of formal learning
opportunity ot this type.5 In addition, virtually every individual
in the United States has access to informal learning opportunities
offered by books, newspapers, television, radio, records, and tapes,
as well as cultural institutions such as zoos, theaters, concert halls,

botanical gardens, and historical monuments. ({See Figure A.)

A Working Definition of "Postsecondary Education'

. The scope of the postseccndary educational enterprise is indeed
very broad, and this Commission could not and was not exXpected to
examine the finaucing of all of its components. For very practical
reasons, therefbfe, including the need for:relatively firm data on
income, expenditures, and enrollment, the Commission developed a working
definition of "postsecondary education".that excluded many of the learn-

ing opportunities described above. In adopting this working definition,
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Figure 1-A: The Postsecondary Education Enterprise, 1972-73
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the Commission sought to: (1) respond to the requirements set by Congress
in authorizing the study; (2) include posesecondary education provided
by institutions outside the collegiate sector; and (3) set realistic
boundaries within which analysis could be undertaken.

On this basis, the Commission adopted the following as a working

definition for the purpose of its study:

Postsecondary education consists of formal instruction,
research, public service, and other learning opportunities
offered by educational institutions that primarily serve
persons who have completed secondary education or who are
beyond the compulsory school attendance age and that are
accredited by agencies officially recognized for that pur-
pose by the U.S. Office of Fducation or are oﬁherwise

eligible to participate in federal programs.

This definition encompasses the collegiate and noncoliegiate sectors
but excludes other postsecondary schools and learning opportunities.
Together, the collegiate and nonéollegiate sectors encompass approxi-
mately 9,960 public and private institutions that enroll about 10.9
million students in programs ranging from cosmetology to graduate
level chemistry, from accounting to érchitecture; from English com-
position to electrical engineering. |

It should be emphasized that, although, in the. Commission's
working definition of postsecondary education, these institutions
and students have been sepérated into two sectors; there is, in fact,
no indisputable dividing line between the two with regard to pro-
grams offered or the manner in which those programs are presented.
Many institutions may fall clearly in one category or the other,
but the distinction is bluiréd for others and is more a matter of

mahagement or ownership than of function or program.
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Changing Institutions in a Changing Society

It would be a serious mistake to assume that the society served
by postsecondary institutions and the institutions themselves will not
undergo significant changes over the next two decades. Such changes
will occur, and they will have an important bearing upon the level and
structure of public and private financial support that is necessary to
serve local, state, and national inteiests. It is impossible, of course,
to predict with any certainty what those changes may be; but it is
essential to any attempt to determine the most effective methods of
financing postsecondary education to consider carefully tﬂe most
significant trends that can now be discerned. _ \

Accordingly, the Commission has reviewed much of what has been
written and spoken-on this subject in-<the past several years and has .
attempted to isolate what, in its opinion, may be the most important of
these changes insofar as the financing of postsecondary education is
concerned. In several cases, the extent and direction of change are
:far from. clear, but it is nevertheless evident that changes are taking
place and that they must be taken.into account. The most important of

these changes concern:

Enroliment Stabilization;

The postsecondary student mix;

Intersegmental enrollment shifts;

Age of majority;
Personnel needs;

Student attitudes;.

Public. services;

Nontraditional education;

W o N O AW N

Constraints on new programs

—
o

Faculty collective bargaining;

. Educational technolngy;

=
=

New high school curricula;

—
N
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13. Institutional costs and productivity;

14. Federal support for postsecondary education; and
15. Trends in state support.

Some of these developments reflect change§ in the society as.a whole
that are well beyond the direct influence .of the postsecondary educa-
tibnal institution.‘ But others—the 5tudent mix, the development of
nontraditional education, and the growth of educational technology,

for example—will be strongly influenced by institutional policies.

1. Enroilment Stabilization

Total enrollment of students from the traditional college-

age group (18-24) in the collegiate sector of postsecondary

education will probably continue to increase during the

1970s, but at a rate much reduced from that of the 19605.I

Throughout the 1980s, enrollment of such students -is likely

to decline. Data necessary to prqject enrollment from

other age groups and in the noncoilegiate sector are not

_availablg.

The latest enrollment projections by the U.S. Oﬁfice of Education
indicate that total enrollmént in the collegiate sector (degree and
nondegree credit) will continue to grow in the decade of the. 1970s:
but at about one-third the rate experienced in the 19605.6 In abso-

. lute numbers,'the projections show an average annual growth.of 194,000
students for the 1970s, compared with an -average annual growth of
450,000 students in the 1960s. (See Table 3.) This is still a sub-
stantial increase, particularly_for the two-year colleges, which are -
expected to experience a 62 percent enrollment grpwth between 1970
and 19.80.7 But against an enrollment base that is much,greatei than-
that of 1960, this rate represents a rather sudden sldwing'of'growth

in the collegiate sector.
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Table 1-3: Enrollment Projections for the Collegiate Sector,
Degree and Nondegree Credit, Fall 1970 to 1990

(Individuals)
Ye Office of Carnegie Census
ar Educationl Commission? Series E-2
1970 8,581,000 8,499,000 -
1975 9,802,000 - 9,147,000
1980 10,517,000 11,446,000 10,284,000
1985 - ' - -10,207,000
1990 - 10,555,000 10,397,000

Source: lU.S. Office of Education, National Center for Educational

Statistics, 1973.

Carnegie Commission Projection II, Priorities for Action:

Final Report of the Carnegie Commission, 1973.

U.S. Bureau of the Census, "Population Estimates and Pro-

\ jections: Projections of School and College Enrollment,
1971-2000" (January 1972), mid-range estimate.

3

A projection prepared for the Carnegie Commission in 1973 also _
indicates a sharp-slowdown in enrollment growth in the collegiate sector
- through 1980, followed by an.absolute decline in enrollment for the
period of 1980‘t041990.$ A similar trend is indicated in the most
recent projections of school and college enrollment by the Bureau of
‘the Census.9~ The Census projections indicate that enrollment in 1990
will be approximately the same as in 1980, however, while the Carnegie
projection shows an absolute decline of nearly 900,000 students.* '

All three of these projections reflect two important assumptions.
The first is that the high school graduation rate, which rose rapidly
over the past twogdecades; will have slowed.considerably by 1990, when
approximately 90 percent of thoﬁe in the 17-18 age group are expected

to be high school graduates;lo.vSecond, the percentage of the

*This is one of three projections' presented by the Carnegie Commission
in its final report entitled Priorities for Action.
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"population in the traditional college-age group, a figure that also
grew rapidly over the past two decades, is similarly expected to
grow much more slowly over the remainder of this decade, and to
decline sharply between 1980 and 1990. According to the Bureau of

P the Census, there may be a drop of as much as 26 percent in the
number of persons 18-21 years old enrolled in that décade.11
It is primarily the combination of these two factors that is:
expected to result in the slowdown of enrollment growth in the col-
legiate sector during the 1970s and the possible decline in enroll-
ment for several years after 1980. A third factor, the college-
going rate for high school graduates, apparently has played a rela-
tively'minqr role in the past and is not expected to become more
important ‘in the future. Recent data indicate that the college-
going rate has risen slowly dhring the past two decades and may
decline somewhat during the next two decades, as a decline in the
rate for males is only partly offset by a.slight increase for
females.12
Unfortunately, these projections_concérn only the collegiate
sector of postsecondary education and say nothing about the.non- -
collegiate sector. Data.on enrollment in the noncollegiate sector
are too limited to support a firm conclusion that enrollments are
rising, falling, or.remaining'relatively'stable. In the absence of
better data, it is assumed that enrollment in the néncollegiate
sector'wiil.generally grow at approximately the same rate as enroll-
ment in the collegiate sector, except that it may undergo periddic
_ fluctuations' that primarily reflect changing economic conditions:’®
Institutions in.these two sectors are similar enough to attract
students‘with comparable interests, particularly as state and fed-
eral student. financial aid becomes available to students in .the non-
collegiate sector to the same extent that it is available to students

PR

in the collegiate sector.
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2. Student Mix

Ethnic and racial minorities, persons from low-income
families, older persons, and women will make up an -
increasing proportion of total enrollment in postsec-

ondary education.

During the past fifty years, postsecondary education has grown from
an enterprise that primarily served an educational and professional elite
to one that is of service to an increasingly broad cross-section of the
population. Approximately one of every two high school students will
go on to some form of postsecondary education, and nearly half of those
who do will gradnate from a college or wumiversity. The college-going
rate has nearly doubled in little more than two decades,14 largely as a
result of an increasing rate of high school graduation. According to
many observers, postsecondary education is now moving into a period of
"universal access ."15

An important part of this change, especially over the past five
years, has been the increasing participation by students who are
members of ethnic and racial minorities. The figures are not strictly
comparable; but it is worth noting that, whereas nonwhite students made
up only 5.7 percent of enrollment in collegiate institutions in 1965,
they made up 8.6 percent of first-time students in 1971.16 This is a
small gain, to be sure, and nearly all racial and ethnic minority
groups remain seriously underrepresented in the collegiate sector.

But there is other evidence to suggest that the college-going rate
among minorities, which has been well below that 6f the white majority,
is increasing while the rate for whites is declining. And there is
further evidence that the rate for minorities will continue to rise

if high school graduation rates also increase as they have in recent

17
years.
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The civil rights legislation of the 1960s undoubtedly played a
major role in bringing about a sharp rise.in the educational aspirations
and expectations of minority students by substantially increasing their
opportunities for full participation in the nation's economic and
political life. This change has received. further encouragement from
state and federal programs intended to reduce financial and other
barriers to education beyond high school. There is every reason to
believe that the proportion of minority students going on to some form
of postsecondary educatién will continue to-grow unless there are
unanticipated reductions in these state and federal programs. Large
numbers of these students will enroll in two-year colleges, contributing
to the continuing growth in enrollment at such institutions. Many two-
year, open-door colleges have had difficulty in moving proportionate
numbers of minority students on to four-year institutions, however, so
that the impact on four-year colleges and universities may be much less.18

There has been a modest increase in participation rates for students
with family incomes below $3,000, regardiéss of ethnic or racial back-
ground, over the past five years (see Figure Bj. But there has been no
sustained gzin for students in the income group from $3,000 to $7,500
(above that level participaﬁion rates have declined since 1969). Many of
the programs that aid minority students are prim;rily intended.to aid
low-income students, because a disproportionately high percentage of low-
income students are members of ethnic or racial minorities. There is some
evidence that these programs helped to increase participation‘rates for
low-income-stﬁdents up to 1969; but as spending has been held back, further
progress has also been curtailed. In addition, low-income students have
been aided by the rapid growth of public two-year colleges, which commonly
charge low tuition, require at most a high school diploma for
admission, and are located so that they are'morg accessible to low-
income persons-than are most four-year institutions, According to
the most recen%ldata,‘however, a higher proportion of the enrollment
in four-year colleges is low-income students than the proportion of

low-income students in two-year colleges.

Y
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Figure 1-B: Participation Rate of 18-24 Year Olds by Family
Income, 1967-72

(Income in Constant 1972 Dollars)
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Data on the enrollment of women indicate that women also are
significantly underrepresented in relation to their percentage of the
total population. Yet the gap between the participation rates for
men and women has been closing over the past two decades, and, as
a result, women accounted for 41 percent of enrollment in the

coliegiate sector in 1972 compared with only 32 percent in 1950.19

According to the Office of Education's projections, women will
account for 51 percent of the gain in enrollment expecfed for the
collegiate sector in ghe 1970s. Recent Census Bureau data
indicate, however, that the college-going ratg for men has dropped
to about 37 percent while the rate for women has levaled off at

about 34.5 percent.20

Current data on the age composition of postsecondary enroll-
ment are even less conclusive. On the one hand, there has been a
good deal of discussion in recent months of the need to accommodate

increasing numbers of older students in line with the concept of

pa—

life-long learning, the need for retraining, and the acceptance

of greater numbers of students for part-time enrollment. The fact
that the average age of the population generally is rising and that
the average work-week for many vmployed persons continues to be
shortened has led many observers to conclude that a larger number
of older persons will find their way into postsecondary institu-
tions, and into collegiate institutions in particular. And many
institutions have, in fact, found that the average age of their
students is rising. There are no national time series data on

the age distribution of postsecondary enrollment to show

whether or not this is a general trend. Surveys by the Office

of Education show that part-time collegiate enrollments fell

from 30 percent to 28 percent between 1961 and 1971. But part-

time enrollment is expected to rise again to 76 percent by 1980.
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3. Intersegmental Enrollment Shifts

Important shifts in enrollment within each sector of post-
secondary education and among the sectors will continue,
reflecting changes in social and economic conditions and

in public attitudes regarding education.

Important shifts in enrollment have occurred in the past as a
result of changes in student interests and objectives, changes in
the relative costs of attending different types of institutions,
the establishment of new institutions and new programs, and changes
in the amount and types of financial aid available to students.
Such changes will certainly continue to occur, although their
direction and magnitude are not predictable with any certainty.
Within the collegiate sector, public institutions will grow faster
than private institutions, unless there is some strong intervention
by the federal or state governments. This'growth pattern is a
result of the continuing tuition gap between public and private
institutions, the small number of private institutions in several
states in which there will continue to be population growth, and
the continuing popularity of puBlic two-year colleges. The magnitude
of‘growth'may not be great foripublic institutions, however, and
especially for public four-year colleges and universities, which now
seem to be experiencing the largest reductions from their projected
enrol lnents. 21

Public two-year colleges are likely to grow more rapidly
than any other segment of the collegiate sector. Recent enroll-
ment projections for the collegiate sector as a whole reflect
the assumption that these institutions will add approximately
60 percent as many new students during the decade 1970 to 1980
as they did in the preceding decade.22 This trend is likely to
end sooner only if the costs of attending such institutions are

raised sharply or if their admissions requirements are tightened.
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There is also reason to believe tha£ the shift in enrollment
from rural to metropolitan institutions, which is now causing
serious problems in several states, will continue. This shift is
partially explained by the long-run movement of population from
rural to urban and suburban centers. But it also Tesults from
the fact that many of the new two-year colleges have been purpose-
fully located in metropolitan centers and that a large proportion
of the new students prefer to go to schoolAclose to where they live
(and often, also, close to where they vork).

Whether there may also be a shift in enrollment from the
collegiate to the noncollegiate sector is not at all clear. Figures
on current enrollment in the noncollegiate sector represent only the
roughest estimates, and there.are no reliable, comprehensive figures
on enrollment in the recent past from which trends may be discerned.23
As noted earlier, however, the noncollegiate institutions may share
in the gr.wth expected for two-year collegiate institutions, partic-
ularly if student aid becomes available in larger amounts for stu-
dents who attend proprietary schools. The fact that 24 percent of
veterans studying under the G.I. Bill in 1972 chose to enroll in
noncollegiate institutions, compared-with approximately 15 percent
of all students, suggests that, if additional aid is provided for
students in the form of an entitlement, as under the new Basic Edu-
cational Opportunity Grants program,* a larger percentage of other
students may also enroll in such institutions.

Some educators believe that an increasing number of students
seek to obtain the skills they need for employment without the
necessity of obtaining a general education as well. These students
are said to be attracted to instituticns that make fewer demands
than do the traditional collegiate institutions with respect to
previous academic achievement, admissions procedures, and standard
rates of progress. Moreover, such students may be attracted by
the noncollegiate sector's promise not only to train students in

marketable skills but also to help them find erployment once they

*See Chapter 7 for a discussion of BEOGs.
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have obtained those skills. On:the other hand, however, veterans
make up more than one-third of the total enrollment in the non-
collegiate sector, and, as their number decline, the noncollegiate
institutic.s will have to attract a large number of new students

simply to maintain their current enrollment levels.

4. Age of Majority

Court decisions regarding residency requirements are likely
to have an impact on institutional and student-aid financing,
and the magnitude of the probable impact has been increased
by adoption of the 26th Amendment to the Constitution and
state actions reduc.ng the age of majority for many purposes

from 21 to 18.

For a number of years, it has been argued in the courts that
the states may not lawfully discriminate between residents and non-
residents in charging tuition. To date, the courts have decided
these cases in favor of the states, allowing them to continue to
charge nonresident students higher tuition (usually an approxima-
tion of the average direct costs of instruction) than they charge
residents.24 The question has been given a new dimension, however,
by court decisions reducing the maximum residency requirement for
voting.to 30 days, inasmuch as residency for voting has been a key
ingredient in determining residency for tuition. Other complicating
factors have been the adoption of the 26th Amendment to the Consti-
tution, which has reduced the minimum voting age in national elec-
tions from 21 to 18, and subsequent actions by the states not only
to reduce the minimum age in state elections but to lower the age of
majority for several other purposes as well.

It has been argued that the effect of the court decisions and
changes in law is to make it possible for students 18 years old or
older to establith residence in a state within one month. If the
courts were to agree, many states, and especially those that attract
a large proportion of students from other states, will suffer sub-
stantial losses in out-of-state tuition revenue. The total potential

loss for all states has been estimated to be $200 million.

31




But there is a second and still more important potential con-
sequence, which concerns student financial aid. A significant
proportion of federal student aid (notably excluding Veterans' and
Social Security benefits) and nearly all state grants to students
are allocated on the basis of financial need, taking into account
the annual income (and in some cases estimated assets) of their
parents. If students are classified as adults at age 18 rather than
21, it may not be possible to continue to treat them as dependents
of their parents in this fashion. Thus, it may become necessary to
exclude parental income from consideration. If so, the number of
students with financial need under current standards and the amount
of their need may rise, forcing governments either to abandon
financial need as a criterion or to develop an entirely new
standard based on the financial resources of the students
alone.

At present, it is impossible to predict how or when these issues
are likely to be decided. But the potential consequences are great,

and much that is said later in this isport may be affected.

5. Personnel Needs

The needs of the states and the nation for trained. personnel
will continue to change, requiring new programs and combina-
tions of programs of postsecondary education that cannot now

be foreseen.

Postsecondary educational institutions are by their very nature
the principal suppliers of skilled personnel for government, business,
professions, the sciences, the public schools, and'technical occupa-
tions. From the colonial period to the early 1800s, their respon-
sibility was largely limited:to training lawyers, physicians, and
clergymen. But, by the end of the nineteenth century, they had

been given the major responsibility for providing the teachers,
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engineers, home economists, agricultural scientists, and other skilled
persons demanded by the nation's growing economy. In this century,
they have also been called upon to help train business managers,
military leaders, research scientists, college teachers, social sci-
entists, government officials, international relations experts, a
great variety of technicians, and others with special skills sought

by private and public employers.

In general, the institutions have responded very well to the
shifting demands for trained personnel as those demands have become
recognized. Unfortunately, howefer, new work-force requirements have
proven difficult to foresee, and the duration of demand has been hard
to predict accurately. Thus, the collegiate institﬁtions, for examplé,
have found themselves heavily pressured in recent years to mec! an
unforeseen demand for teachers, engineers, area specialists, and
certain kinds of scientists, only to discover a few years later that
the supply has begun to exceed demand, with the result that many
students have been trained for nonexistent jobs.

Evidently, postsecondary institutions will have to develop a
greater capacity for expanding and contracting their professional
and occupationél training programs according to continuing measures
of demand, rather than relying heavily upon forecasts of work-force
needs as guides to program planning. And they will have to develop
further their capacity both to retrain persons whose jobs have dis-
appeared as a result of changing markets and technology and to provide
further training for those who will need to return to schcol to

keep pace with advances in their fields.

6. Student Attitudes and Responses

Student attitudes regarding postsecondary education will have
a substantial impact on the types of programs offered and the

ways in which they are offered.
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There has been considerable controversy iﬁ recent years about
how large a part the principal "consumers' of postsecondary educa-
tion—students—have played and should play in determining the char-
Acter of the education they receive. Students have argued rather
convincingly that to date they have frequently been ignored on mat-
ters of great importance to them and that the ''system' is notably
resistant to making changes they have sought. This viewpoint is
supported by the findings of the Newman task force, which emphasized
in its report the high percentage of college and university students
who leave school before graduation, often before completing more
than a year or two or study.25 The high dropout rate, the Newmaﬁ
task force said, reveals "an educational problem of considerable
proportions. College is failing to capture the attention and engage
the enthusiasm of many students."26 A recent survey conducted for
the Carnegie Commission indicates a very high overall level of
satisfaction among undergraduates.27 Yet, the same survey indicated
that 90 percent of the students believed that course work should be
more relevant to contemporary life and problems and that 83 percent
believed that more attention should be given to students' emotional
development.

Many students are also interested in getting the training neede&
for employment, however; and in this ;egard there is considerable

evidence that postsecondary educational institutions, particularly

the occupational schools of the noncollegiate sector and the two-

year community and technical colleges, make a real effort te provide
marketable skills. What is generally lacking is an adequate counsel-
ing program for students who may not have realistic ideas about the
job market.

There is some evidence that postsecondary institutions are
becoming more responsive to student attitudes in other areas, also.
One indication is that educators have shown a growing interest in

learning what students are thinking about. Another is that students,
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determined to have their views considered, are employing many of the
same means that faculty and administrators have used to accomplish
that end. Moreover, it seems clear that in a period of declining
enrollment, students will be able to make their views known and felt
by their choices of institutions and by their choices of programs
and faculty once they are enrolled. Few institutions will be in a
position to ignore the opinions of students who thus evidence their
determination to receive the educational experiences they desire.
Particular attention will have to be given the new students,
especially minority students and those from low-income families.
Most of the traditional institutions of higher education have found
themselves ill-prepared to deal with large numbers of these students
and to provide the kinds of counseling and other assistance necessary
to ensure that they are provided with more than just the opporfunity
to be admitted to postsecondary institutions previously closed to
them. Clearly, the fact that these students will make up a growing
- proportion of total enrollment in the future means that the
institutions will have to redouble their efforts to provide true
equality of opportunity through the programs they offer. As one
writer has observed, "The task for the future is to design educa-
tional institutions and programs to fit the characteristics and

. . .. 28
needs of students in a new era of egalitarianism."
. . y

7. Public Service

Society will continue to make heavy demands upon postsec-
ondary education to help resolive changing\contemporary

social, economic, political, and technical problems.

The collegiate sector of postsecondary education has just begun
to emerge from a period during which it not only had to cope with a
massive surge of new students but also was expected to play a major
role in the resolution of a vast range of social, economic, political,

and technical problems. For a time, the colleges and universities
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were sufficiently successful in meeting these challenges to lead
many to believe that higher education had become the pivotal insti-
tution in society, and that there were few, if any, social, economic,
and political problems that could not be solved through concentrated
application of the resources commanded by the universities.29
Accordingly, the demands grew until, in the mid-1960s, they
far surpassed the ability of the institutions to meet them, and a
strong sense of disillusionment set in—a disillusionment that was
to be shared by students, legislators, parents, taxpayers, and edu-
cators. This phase, which lasted through 1970, is now being replaced
by what has been termed a '"new era of realism'' that is characterized
by "serious' efforts to analyze present and future demands and to
respond with practical solutions.
This is not to say, however, that society is likely to allow
the colleges and universities to return to the sort of tranquillity
they have often enjoyed in the past. Advanced knowledge remains a
key ingredient in the solution of pressing social problems, and
most of the problems that confronted this country in the 1960s remain
unresolved today. Thus, it is evident that society will continue to
demand that institutions of postsecondary education participate to
the extent of their ability in dealing with these problems. The
concept of service to the community that began with the land-grant
movement is still very much alive.31 Crime, poverty, congestion,
the energy crisis, foreign policy problems, environmental destruc-
tion, and ineguality of opportﬁnity, together with new problems not
now perceived, are certain fo pose serious challenges during the next
twenty years. Institutions of pdstsecondary education will be called
upon to provide graduates trained to deal with these matters, to
‘undertake research that will expand our basic knowledge in critical
areas, and, in cooperation with other institutions, to see that the

new knowledge is effectively applied.
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8. Nontraditional Education

A growing number of off-campus educational programs will be
available to students of all ages in their local communities,

in their homes, and at their places of work.

The present system of pustsecondary education, particularly the
collegiate sector, is, as the Newman task force observed, "oriented

to the young and the mobile.”32

Although extension courses, part-
time enrollment, internships, and evening programs have grown signif-
icantly over the past two decades, postsecondary education remains
firmly rooted in the campus, whether it be a college or a university
or a proprietary school. The Newman task force has proposed that,

in order to reach many potential students who are now inadequately
served or not served at all, the resources for postsecondary educa-
tion be provided '"to the community as séparate services in order

that individuals and groups can find their own way to an education."33
Others have made similar proposals in the past several years and,

in fact, a strong impetus has developed behind expansion of credit
by examination, "open" universities, the 'external degree,'" and other
forms of what has been termed "nontraditional" education.

Thus, a major movement appears to be underway, one that is
likely to continue at least through the 1870s. Yet there are many
formidable obstacles to this movement: the problem of accreditation
for off-campus programs, resistance from those who fear that the
limited resources will be drawn away from traditional programs, the
necessity for careful planning, and what one observer has described
as a tendency to ''talk the nontraditional concept to death" before
it has really been tried.34 Perhaps the most important obstacle of
all, however, is uncertainty about the real demand for off-campus
programs. Several recent surveys have indicated that there are a
great many persons of all ages who would like to participate in

various forms of off-campus learning. But it is not certain that

when these persons are forced to make real decisions about how they
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will spend their time and money, they will give education priority
over additional employment,'recreation, and other alternatives.

If an increasing number of persons are to be brought into
postsecondary education for part-time study on or off campus, it
will be essential that federal student aid programs treat part-time

students equally (on a pro rata basis) with full-time students.

9. Constraints on New Programs

The projected slowdown in enrollment growth will reinforce
institutional impediments to the development of new programs

and new methods of delive;y.

Growth in any enterprise often gives its leaders an opportunity to
develop new methods of operation and new programs that would not be
possible in its absence. On the surface, at least, this observation
seems particularly true of the coilegiate sector. Leadership responsi- .
bilities are shared by faculties, administrators, governing boards,
public officials, and, in a few exceptional cases, students. As a
result,Adecisions to undertake new programs or adopt new methods must go
through many channels, and those with a vested interest in "traditional"
programs and methods often seem to have the advantage. If fiqhncing
for current operations and capital outlay is closely tied to enroll-
ment growth, new programs can be adopted only at the sacrifice of
existing programs. Such a constraint may be desirable in many cases,
but it will not encourage approval of new programs that are highly
experimental. f

In the 1960s, when enrollments and budget support from all
sources were growing rapidly, the colleges and universities regu-
larly had new funds to invest in new programs——provided, of course,
that they had not underestimated enrollment. Now, however, many
institutions are no longer experiencing substantial growth, and some

have lost enrollment. If their budgets'are tied to enroilments,
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as the budgets of an increasingly large number of public institu-
tions are, this filexibility has been lost.

The absence of growth need not result in institutional stag-
nation, however, and the besf proof of this is to be found among
proprietary schools whose continuing vitality depends upon their
ability to adapt quickly to changes in the labor market. A similar
flexibility must be, and has been, shown by those private collegiate
institutions that are heavily involved in off-campus instruction.

An active effort to attract new students may, in fact, be the
strongest stimulus for institutional change. The current interest
in nontraditional education and external degrees reflects a desire
not only to serve potential students who have previously been
ignored but also to gain new enrollment to offset declining growth
in traditional programs. And, certainly, the recent decisions of
several prestigious men's and women's colleggs to become coeduca-
tional or to become more closely associated with institutions serving
students of the other sex—changes dictated by their need to draw
from a larger pool of potential students—demonstrate what can be

accomplished when the challenge is clearly understood.

10. Faculty Collective Bargaining

The strong drive toward collective bargaining for college
and university faculties will continue for at least a decade

and may have important consequences for the collegiate sector.

According to a recent report, in the spring of 1973 more than
300 collegiate institutions were involved in collective bargaining
with representatives of their faculties.35 There are now three major
organizations seeking to unionize faculties, one of which strongly
resisted the concept of faculty unionization until recently. It is
thus app.rent that the union movement among college and university

faculty members is not likely to be a passing phenomenon but a matFer
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of substantial impact upon the operation and governance of collegiate
institutions for many years.

This is not to say that collective bargaining and unionization
are being embraced by faculties everywhere. A large segment of the
professoriate remains firmly opposed to unionization, and thié is
especially true of faculty associated with the most prestigious
graduate training and research institutions. A majority of those
institutions that are now effectively unionized are two-year insti-
tutions. Among all faculty members in the collegiate sector, recent
surveys have shown, only about half or less believe that unionization
should be extended to.college and university faculties. Moreover,
the advance of unionization has depended to a considerable extent
on the existence or passage of state laws authorizing collective
bargaining in this sphere.

There is, nevertheless, substantial momentum behind the movement,
and it is likely to have important consequences for the management and
financing of collegiate institutions. In the case of public institu-
tions, in which more than 90 percent of the bargaining units are now
located, it appears probable that, with increasing frequency, faculty
members will take their salary disputes directly to state legislatureé,
bypassing campus and system administratdrs. This procedyre is
likely also to characterize the principal decisions regarding
working conditions. Collective bargaining units may try to
standardize salaries and working conditions for the majority of
faculty members, and especially for those at the entry levels.

These and other changes may have a significant impact upon the cost
of institutions and upon the flexibility with which institutions

respond to the new educational needs of individuals and society.

11. Educational Technology

There will be a significant increase in the institutional

uses of the technology of communications and data processing.
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Although students and faculty alike have been resistant to or
apathetic about the introduction of new instructional technology,
there are indications that there may soon be a rapid growth in the
use of television, computers, and other electronic devices in the
instructional process. According to a recent Carnegie Commission
study, education generally, and collegiate postsecondary education
specifically, '"now faces the first great technological revolution
in five centuries in the potential impact of the new electronics.”36
By the year 2000, says fhis report, 10 to 20 percent of on-campus
instruction and as much as 80 percent of off-campus instruction may
be carried on through "informational" technology.

Experience over the past two decades has demonstrated, however,
that this technology is not likely to speed up the educational proc-
ess significantly or yield substantial economies. Experience with
limited application of new technologies in postsecondary education
reveals, in fact, that it will increase instructional costs, at
least in the short run. It may, nevertheless, permit much greater
flexibility in determining where and when instruction is available
to students of all kinds, offer alternative ways of presenting
instruction, and permit students to play a greater part in directing
their own learning. In sum, it may provide an extension and enrich-
ment of the learning process.

A massive investment will be required before this new technol-
ogy is routinely available, however, and such investment may come
slowly in the face of a relatively abundant supply of teaching
persomnell and resistance to substantial increases in public spend-
ing for institutional support. Nevertheless, both public and private
. institutions appear to be adopting the new technology as fast as

their budgets will permit, and its effect is already being felt.
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12, New High School Curricula

Recent efforts to reform high school curricula, and espe-
cially those intended to improve occupational training, may
produce further changes in participation rates for post-
secondary education and alter the future educational needs

of many persons.

In the last few years, there has been a growing movement to
reform secondary schools in many states, with increasing emphasis
upon effective occupational training. This movement may be given
further impetus as a result of the recently published report of the
National Commission on the Reform of Secondary Education, which
recommends that greater efforts be made to meet the needs of
occupationally-oriented high school students.

Several states have already established new occupational pro-
grams, or area skill centers, at the secondary level. These centers
offer supplemental programs to the regular high school curricula
for students who are interested in pursuing such career programs
as home economics, printing, drafting, machine trades, automotive
trades,. office procedures, and vocational nursing. In addition,
articulation agreements are being developed in some states between
the high schools and their neighboring community colleges to obtain
improved counseling and supportive instruction for occupationally-
oriented students.

To the extent that these programs are successful in providing
high school students with marketable skills, these programs have
a significant impact on college-going rates. The college-going
rate among students enrolled in these special programs seems to
have levelled off or declined in Michigan, where area skill centers

are placing 50 to 60 percent of their graduates in job.
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13, Institutional Costs and Productivigz

Institutions of postsecondary education will be under strong

pressure to increase their productivity to match rising costs.

When the price of any good or service increases faster than
the general rate of inflation, it is reasonable that those who pur-
chase the good or service demand that there be some improvement in
quality to justify the increase in price. Thus, the rising real
cost of postsecondary education has led students, taxpayers, and
their representatives to ask for some evidence that they are getting
their money's worth. When institutional and student costs are added
together, '"the total outlay,'" it has been observed, "is so great
that nothing short of superb outcomes from the educational process
can be justified or tolerated."37 '

Education is a service industry, however, and the quality of
service it provides is Very difficult to measure. Moreover, like
most service industries, if is a labor intensive industry in that
roughly 85 percent of oﬁerating costs results from the employment
of people (as faculty, adminiStrators, and clerical assistance).
Labor saving capital equipment, which accounts for much of the
increase in productivity in other industries, has so far played a
relatively small role in the education industry.

Many educators argue that there has been an improvement in the
quality of instruction over the years. Yet, according to another
recent study published by the Carnegie Commission on Higher Education,
there is no direct evidence of an increase in the productivity of the
chllegiate sector of postsecondary education during the past four
decades. '"Between 1930 and 1967," it is reported, "instructional
inputs and credit hours appear to have increased more or less pro-
portionately. If growth in credit hours is a reliable indicator of
growth in real instructional output, then there is a strong possibil-
ity that there has been no productivity change in the production of
higher education over the time period—and this despite the very rapid

growth rates in higher education.”
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If this observation is true—and all the data necessary to prove
the argument one way or the other are not yet available—then it is
understandable that there should be a strong public demand that post-
secondary education begin to give evidence of improved productivity
in return for the private and public resources allocated to it. It
will be extremely difficult for educators to demonstrate productivity
gains with the analytical tools now at hand. Every effort must be
made to develop means for measuring the productivity of educational

institutions.

14. Federal Support for Postsecondary Education

Federal support for postsecondary education will continue
to reflect changing national priorities and to be subject

to the changing impact of fiscal and monetary policigs.

Federal support for postsecondary education continues to increase;
but, as has been quite apparent recently, federal spending for post-
secondary4education, as for most other purposes, is strongly condi-

" tioned by changing national priorities and by the government's
fiscal and monetary poliéies.

The level of federal support for postsecondary education is
primarily determined by the ranking it is given by the President and
Congress in relation to other major areas of expenditure, including
defense, agriculture, welfgre, health care, aid to elementary and
secondary schools, law enforcement, transportation, and many others.
Approximately 3 percent of the federal budget is now devoted to
postsecondary education, considerably more than was provided only a
decade ago. Whether this percentage will rise further will depend,
however, on the character and extent of new demands on the federal
budget that are certain to develop in the future and the response to
those demands.

In addition, the current effort to combat inflation by maintain-
ing ceilings on the federal budget has meant that there has been only

partial financing of the massive increases in student financial aid
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authorized by the Education Amendments of 1972 and no
financing for new institutional aid. Similarly, the
rising interest rates and the introduction of a means
test for student borrowers have had a dampening effect

on the demand for and availability of student loans.

15. Trends in State Support

Although the states may enjoy a period of relative
prosperity in this decade, they are not likely to
increase significantly the share of their resources

devoted to postsecondary education.

Faced with an unprecedented demand for postsecondary
educafion, beginning in the late 1950s, the states responded
with massive increases in spending to provide the necessary
faculty, classrooms, and equipment. According to one report,
state appropriations for the collegiate sector increased
by 295 percent between 1962 and 1971.38 This was accom-
plished by increasing state tax revenues and by allocating
a greater share of those revenues to postsecondary educa-
tion. Between 1962 and 1971, the share of state general
revenues devoted to postsecondary education increased from
11 percent to 15 percent.39 Clearly, support for postsecondary
education was given a high priority in nearly every state

during this period.

4 - Now the question is: will the tremendous state effort
of the 1960s be sustained, or will the states, because of
declining growth rates for enrollmeht and expanding demands
for funds in other areas, redirect their resources to

other purposes? The answer will depend in part on the
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financial condition of the states, for state spending is largely
dependent upon the amount of revenue expected to flow into state
treasuries. And it will also depend on the attitudes of state
officials regarding the need for funds for postsecondary educa-
tion in relation to other demands upon state funds.

Many of the states suffered severe financial problems in the

\ .
" period 1969-71, largely as a recult of the economic recession that

cut into expected tax revenues, on the one hand and on the other,
increased demands for health and welfare payments. In 1972
and 1973, however, most of these same states began to make d;amatic
recoveries, not only because .of improving economic conditions but
also because they had succeeded in holding down expenditures
(including expenditures for postsecondary education) and in raising
new state revenues.40 Over the past two decades, state tax Qtruc—
tures have changed considerably, and a large proportion of the
states now have tax bases that have relatively high levels of income
elacticity—that is, they respond quickly to increases in personal
income.41 In addition, the states have begun to benefit from federal
revenue sharing programs. '

According to two recent projections of state and local income
and expenditures to 1980, the states may be expected to enjoy
substantial surpluses in their general funds through the 1970s.42

‘Thus, there is reason to believe that states will be able to maintain

and perhaps even increase their level of spending—as a percentage'
of current revenues—for postsecondary education. It now seems
possible, nevertheless, that they will not do so; The total amount
of state support will continue to-rise, but it may be a constant or
declining share of available revenues for the next several years.
Several factors—the campus disturbances of the late 1960s, the
necessity for careful scrutiny of college and uriversity budgets
when money was tight, and the press of other public problems—have
operated to give spending for postsecondary education a relatively

low level of importance in the minds of many state officials. Many
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of the states have been subject to growing pressure for reform in
public school finance, local property tax relief, and increased
spending for mental health, health insurance,‘rapid transit, envi-
ronmental protection, and other competing demands for financing.

As a consequence, the annual budget requests submitted by the public
collegiate institutions are undergoing increasingly careful scrutiny
by state budget officials and legislatures in a continuing effort to
reduce "unnecessary' costs at all levels. And, while state appro-
priations for postsecondary education are increasing, they are not
growing in proportion to state revenues. (See Figure C.) It is also
apparent that the declining growth in enrollment in the collegiate
sector has considerably lessened the pressure on state budgets to

continue to provide large annual increases in institutional support.

Figure 1-C: Total State Appropriations for Collegiate Institutions
as a Percentage of Total State Revenue

14% -]
13%-
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11%4
10% 4
\
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1968 1969 1970 1971 1972 1973

Source: Center for Research and Development in Higher Education,
Berxkeley, California, unpublished preliminary report of
1973 survey data.
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When_all these factors are taken into account, it seems likely
that in the coming decade postsecondary education will receive no
greater share of state and local revenues than it now receives, and
perhaps less. It also seems likely that the state and local share of
total financing for postsecondary education may stop growing. There
is considerable interest at the state level, however, in expanding
student financial aid, providing additional assistance to private
institutions, and taking over that portion of the cost of financing
public 'two-year colleges that remains a local responsibility. There
is also substantial interest in encouraging the development of new
methods for providing educational services' to older persons and to
persons who cannot or do not want to attend college full-time at a
particular campus. \

These are the principal changes that, based upon current evi-
dence, the Commission believes are likely to occur over the next two
decades, with important consequences, direct and indirect, for the
structure and financing of postsecondary education. As noted
earlier, ‘the extent and even the direction of change is unclear
in several cases, but change itself is probable and must be taken
into account when planners attempt to estimate the resource require-
ments of postsecondary education in the future. Insofar as possible,
these factors have been taken into consideration in the analysis of

alternative financing patterns in Chapter 7 of this report.

Conclusions

1. Postsecondary education in the United States is a large enter-
piise including more than 2,900 traditional collegiate insti-
tutions serving some 9.3 million students and an additional
7,000 noncollegiate technical, vocational, and proprietary
instiéutions serving approximately 1.6 millicn students. Post-
sccondary education also includes an estimated 3,500 additional

institutions and organizations (serving an unknown number of
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students) as well as a great many other noninstitutional learn-
ing opportunities (in which as many as 32 million people may

participate).

2. Recognizing the broad scope of postsecondary education, the'
Commission has adopted for the purposes of its study the fol-
lowing definition, encompassing the 2,900 traditional colleg-

iate institutions and 7,000 noncollegiate institutions:

Postsecondary education consists of fbrmal instruc-
tion, research, public service, and other learning
opportunities offered by educational institutions

that primarily serve persons who have completed sec-
ondary education or who are beyond the compulsor\y
school attendance age and that are accred.ted by
agencies officially recognized for that purpose by

the U.S. Office of Education or are otherwise eligible

to participate in federal programs.

3. Total enrollment of students from the traditional college-age
group (18-21) in the collegiate sector will continue to increase
during the 1970s but at a rate reduced from that of the 1960s.
During the 1980s, however, total enrollment of such students is
likely to decline, although some sectors may experience enroll-
ment growth. Data necessary to project enrollment from other

age groups and in the noncollegiate sector are not available.

4. Ethnic and racial minorities, persons from low-income families,
women, and individuals of all ages seeking continuing profes-
sional development or retraining will make up an increasing

propdrtion of total enrollment in postsecondary education.

5. The new 18-year old age of majority and emerging changes in
high school programs are likely to affect postsecondary educa-

tion in major ways that are not yet easily determined.
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Institutions of postsecondary education will be under strong

pressure to increase their productivity to match rising costs.

Other important changes are taking place in the society and
among the institutions of postsecondary education that will
have an important bearing on the level and structure of
financial support necessary to serve the interests of society

and individuals. These changes are described in this chapter.

Recommendation

The Commission recommends that data should be collected on
those sectors of postsecondary education other than those

identified herein as the collegiate and noncollegiate sectors.
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OBJECTIVES FOR POSTSECONDARY EDUCATION

The central task of this Commission has been to study and recom-
mend improvements in the financing of postsecondary education. To do
so, the Commission might have undertaken a detailed review and eval-
“uation of specific financing programs—guaranteed loans, for example,
or Basic Educational Opportunity Grants, or state budgets for public
colleges and universities—in an attempt to discover how well each
of these programs achieves the goals set out for it and wéys in which
each program might be improved. Such an approach would have contrib-
uted little, however, to the development of the systematic structure
for policy analysis requested by Congress. Nor would it lhave helped
to resolve the most pressing issues left undecided following enactment
of the Education Amendments of 1972.

Consequently, the Commission chose at the outset of the study to
devote considerable effort to developing a set of broadly-statéd objec-
tives for postsecondary education that would serve as a foundation for
subsequent analytical work. These objectives do not deal with thé
ultimate purposes of education—knowledge, self-fulfillment, and
socialization, for example—but with how postsecondary education
should be structured, in the broadest sense, to serve those purposes.
These objectives are intended to be more than just bench marks for
the evaluation of financing policies and programs, but they were drawn
up with the thought that they should be put to that practical use

as wcll. Thus, these objectives are used in later chapters of this
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report to measure the effectiveness of current financing patterns

and as the starting poiht in developing a framework for analyzing

alternative financing patterns.

The objectives chosen by the Commission deal with eight subjects:

1. Student access;

Student choice;

Student opportunity;

Educational diversity and flexibility;

Institutional excellence;

Institutional independence;

Institutional accountability; and

00 N O N

Adequate financial support.

The Commission adopted objectives dealing with these subjects
and specific phrasing of the objectives only after extensive dis-
cussion and debate based on careful consideration of the viewpoints
expressed by students, educators, public officials, and others, as
well as similar statements of objectives presented in recent state
and national studies by other organizations. These objectives were
determined independently by the Commission, but, in its judgment,
they provide a fundamental statement of what might be termed the
"national interest' with regard to financing postsecondary education.

Ih listing these objectives and in attempting to develop a sys-
tematic framework for policy analysis, however, the Commission is not
advocating the development of a national system of postsecondary edu-
cation. On the contrary, the Commission accepts the fact that the
organization and financing of postsecondary educatibn are pluralistic
and diverse. Moreover, it accepts the fact that basic objectives
may often conflict and that effort must be directed toward achiev-
ing an optimum balance among the objectives rather than toward full

achievement of each objective.
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k 1. Student Access

Each individual should be able to enroll in some form of
postsecondary education appropriate to that person's ne?ds,

capability, and motivation.

All who are capable of benefiting should be assured access to
postsecondary education in some form. There must be no arbitrary or
artificial barriers related to sex, age, race, income, residence, eth-
nic group, religious or political belief, or prior educational achieve-
ment. And access must mean more than just admission to an institution.
It must mean assurance that participation is limited only by one's
ability to meet reasonable standards applicable to all participants
and by one's willingness to apply oneself to the required work. It
must mean full participation in high quality programs that are mean-
ingful according to one's needs, capability, and motivation.

Special attention must be given to assure access to those who
previously have been denied access to postsecondary education. More-
over, it must be recognized that people's needs and motivations change
over time so that the manner in which access is assured may also have ’
to change. ‘

Access is also dependent upon information; that is, potential
students must be informed about the programs offered by individual
institutions: their strengths and weaknesses, expectations about stu-

dent achievement, and the availability of financial and other assistance.

2. Student Choice

Each individual should have a reasonable choice among those
institutions of postsecondary education that have accepted

him or her for admission.

Choice is closely related to access. Each person should be
assured a real choice among the institutions that have accepted him

or her for admissicn. To deny such choice would be to restrict access.
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To the extent that choice depends upon financial aid, reasonable
student financial assistance must be available from public and pri-
vate sources in some combination of grants, loans, employment, and
‘personal savings and parental contfibutions. \.

3. Student Opportunity

Postsecondary education should make available academic assis-
tance and counseling that-will enable each individual, according
to his or her needs, capability, and motivation, to achieve

his or her educational objectives.

Once enrolled, students who apply themselves should be assured
full opportunity to achieve their educational objectives. Institu-
tions of poStsecondary education are respon;ible for meefing the
speciél needs of»individdal students for counseling, academic assis-
tance, and other supportive services. Particular attention should be
given to the needs of students who have had only limited postsecondary
educational opportunities and who may have needs that differ signifi-
cantly from those of students whom the.iné&itutiqns are more accustomed
to serving. *Only where there is real opportunity for achievement will

the objectives of access and choice also be fulfilled.

4. _Educational Diversity

Postsecondary education should offer programs of formal
instruction and other learning opportunities and engage in
research and public service of sufficient diversity to be

responsive to the changing needs of individuals and society.

_ There must be great diversity in our institutions of postsecondary
education if -all reasonable needs of students and society érq‘tO'be
served. This diversity should be present in programs of research and
public service as well as in programs of instruction, and in a variety

of institutional settings. Furthermore, institutions of postsecondary
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education must be able to respond to the changing peedsiof students
and society for learning opportunities and for the discovery and
dissemination of new knowledge. Internal and external pressures to
restrict institutional diversity and flexibility unnécessarily should
be opposed.

Diversity, from the student'é point of view, means that post-
secdndary institutions offer a range of opportunity for individual
development and training for future employment. Diversity also
" implies renewal, reform, and responsiveness to styMents' needs for

both formal and informal learning opportunities.

S. Institutional Excellence

Postsecondary education should strive for excellence in all
instruction and other learning opportunities, and in research

and public service.

Excellence must be the primary objeétive of postsecondary edu-
cation in all of its forms, with excellence in the service to students
its overriding concern. Excellence is not, however, to be judged by
a single standard. It is as important to provide excellent training
for laboratory technicians and auto mechanics as it is for-engineers
and chemists. Excellence is a responsibility of all institutions, .

public and private, the least as well as the most selective.

6. Institutional Independence \

" Institutions of postsecondary education should have sufficient
freedom and flexibility to maintain institutional and profes-
sional integrity and to meet creatively and responsively>their

‘educational goals.

Institutions of postsecondary education must be assured the inde-
pendence- essential to the exercise of professional judgment so that

they may carry out their responsibilities most effectively and be
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responsive to the changing ﬁeeds_of students and society. The
dividing line between the propér exercise of public authority or
private responsibility, on the one hand, and undue intervention, on
.the other, is often difficult to establish. Yet public and private
governing bodies and other agencies must be aware that there is
such a line. Crossing it may affect the quality of services

provided by the institutions.

7. Institutional Accountability

Institutions of postsecondary education should use financiél
and other resources efficiently and effectively and employ
pbrocedures that enable those who provide the resources to
determine whether those resources are being used to achieve

desired outcomes.

With independence goes accountability. Independence and account-
ability must be balanced so that the interests of students and the
_general public do not become subordinated to those of the institutions.
This is ﬁot to say that postsecondary institutions have been irrespon-
sible in this sense-in the past, but that they musf not in the future
lose sight of the interests of th&se they serve.

. Institutions must be financially accountable not only in the
traditional fiduciary sense but also in terms of the application of
available resources to the achievement of identifiable programs and
institutional goals. Those who manage postsecondary educational insfi-
tutions should be able to demonstrate efficiency and effectiveness in

pursuing those goals. '

8. Adequate Financial -Support

Adequate financial resources should be provided for the accom—
plishment of these objeétives. This is a responsibility that

should be shared by public and private sources, including

58



federal, state, and local government, students and their

families, and other concerned organizations and individuals.

Accomplishing several of the forgoing objectives is directly
dependent on the provision of adequate financing, and it will be
possible to accomplish all of the objectives only with an increase
in the present level of financial support.

Financing postsecondary education is not the responsibility
of taxpayers, solely, or of parents and students. It is a shared
responsibility, and it is the sharing of this responsibility among
governments, students and their parents, and private individuals
and organizations that has giveh this nation's institutions of
postsecondary educatioﬁ much of the strength and continuity they
now enjoy. Moreover, there is no single combination of financing
responsibilities that can be applied to all institutions.

State and local governments should provide the basic institu-
tional capability to offer a variety of postsecondary educational
programs and services according to the needs of their citizens.

The federal government should accept major responsibility for
financing postsecondary educational programs that serve goals and
priorities that are primarily national. Students and their
families should share in meeting the basic costs of their education
to the extent of their ability to do so and in exercise of their
freedom to choose among programs and institutions. Alumni, founda-
tions, corporations, and other private organizations and individuals
should provide the supplementary support that traditionally has
been a principal ingredient in assuring high quality among both
private and public institutions.

In the real world of limited resources, however, hard choices
must be made about the deployment of available financial resources
for maximum effectiveness. It is with this reality firmly in mind
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that several altermative financing policies are considered and eval-

uated in a later chapter of this report.

Criteria for Measuring Achievement

Deciding upon objectives, as important and difficult as it may
be, is only a start. The next step is to identify specific criteria
that may be used as standards of achievement—that is, to determine
how well objectives are being met under current finanqing patterns
and *he extent t: which alternative financing patterné may result in
greater achievement. Such criteria may be expressed either in quan-
titative or qualitative terms, although it is important to establish
quantitative criteria wherever doing so will contribute to greater
precision in measuring the degree of achievement of each cbjective.

Most of the objectives identified by the Commission are very
general in character and therefore possessed of more than one facet.

Diversity, for example, has several meanings that are closely related

‘but subject to different measures of accomplishment. Moreover, in no
case is there a single measure or criterion that is entirely satis-
factory. It is essential, therefore, to develop a cluster of criteria
for each objective that will not only reflect the different facets of
the objective but also help to minimize the danger of using criteria
that, standing alone, may be misleading. :

The following criteria are proposed as initial measures of the

achievement of the objectives outlined above:

1. Sfudent Access

The extent to which the student population -nd the college-
:ége ropulation are similar with respect to:
- a. Income level
b. Racial composition
Ethnic group
Sex

e. Family resiience
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- 2. Student Choice

a. The extent to which persions from all income groups are
enrolled in institutions with high, medium, and low
student charges '

b. The distribution of low-income students among the var-

ious institutional types

3. Student Opportunity

a. The degree to which aptitude and educational achieve-
ment are correlated \ .

b. The extent to which students complete the programs in
which they enroll*

4, Institutional Diversity -

a. The number of institutions of different types

b. The variety of institutional purposes

c. The variety of curricular offerings available to students
The variety of inst%}utional size and administration

‘e. The variety of teaching methods

5. Institutional Excellence\

a. Acedemic quality according to surveys of faculty
opinion
b. Success of graduates in obtaining employment in

the fields in which they were trained

6. Institutional Independence
a. Diversity of financial support
b. Institutional freedom to allocate income -
c. Freedom from financial reprisal

i

R hob
et 2

*The Commission recognizes that or some students, program completion
may not be as important, for example, as receiving sufficient tra'ning
to obtain employment; however, for many students, program completion
"remains an important measure of opportunity. o
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7.  Institutional Accountability

a. Compliance with public regulations regarding the han-
' dling of money, safety requirements, civil rights, etc,
b. Voluntary reporting of financial information
c. Responsiveness'to the demands of those who provide
financial support

d. The degree to which institutional goals are accomplished

8. Adequate Financial Support

a. Institutional strength
b. Shared responsibility

c. Accomplishment of the previous seven objectives

Unquestionably, additional eriteria should be developed to guide
policy makers in designing financing policies that best accomplish
their objectives. The Commission makes no claim that these criteria
are exhaustive or above question. On the contrary, it is evident that
much might be gained by a concerted effort to develop additibnal cri-
‘teria to supplément or replace those that are listed. In the meantime,
however, the Commissibn believes that criteria such as these should be
used by policy makers in considering alternative financing proposals '
for postsecondary education. Examples of how some of these criteria

might be used aré‘presented in Chapters 4 and 7 of this report.

Conclusions

1. A set of objectives for postsecondary education in the United
States is necessary for evaluating alternative proposals for

financing postsecondary education.

2. A set of criteria for each objective is needed to measure the

degree of achieﬁement of the objective.
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Recommendations

1. The Commission‘fecommends the adoption of the following eight

objectives: ‘

a. Each individual should be able to enroll in some form of
postsecondary education appropriate to that person's needs,
capability, and motivatibn.

b.  Each individual should -have a reasonable choice among those
institutions of postsecondary education that have accépted

“him or her.

c. Postsecondary education should make available academic
assistance and counseling that will enable each individual,
according to his or her needs, capability, and motivation,
to achieve his'or her educational objectives. '

d. Postsecondary education should offer programs of formal
instruction and other learning opportunities and engage in
research and public service of sufficient diversity to be
responsive to the changing needs of individuals and society.

e. Postsecondary education should strive for excéllence in all
instruction, research, public service, and other learning
opportunities. '

f. Institutions of postsecondary, education should have suffi-
cient freedom and flexibility to maintain institutioﬁal and
professional integrity and to meet, creafively and respdn-
sibly, their educatioﬁal goals..

g. Institutions of pqstsecondarx\edhcation should use financial
and other resources both efficiently and effectively and
employ procedures sufficient to enable those who provide
the resources to determine whether those resources are
achieVing desired outcomes.

h. Adequate financial resources should be made available to
permit the accomplishqgnt of thé forgoing objectives. This
is a-responsibility that should be shared by a combination

/r.
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of public and private sources, including federal, state,
and local government, and by students, parents, and other.

concerned individuals and organizations.

The criteria used by the Commission in measuring the achievement
\ . ! .
of tliese objectives have been helpful in the analysis of alterna-

tive financing plans, but additional effort should be directed
toward improving these criteria.
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CURRENT FINANCING PATTERNS

In order to evaluate alternatlive plans for financing postsecondary
educational institutions, it is necessary to have some frame of ref- \
erence from which to assess data—actual and projected. It ie the
purpose of this chapter to establish this frame of reference by iden-
tifying and describing the recent (1972) level of financing, by
source and recipients. _

After two decades of unprecedented growth, postsecondary educa- o
tion in- the United States has become, in round numbers, a $30 b11110n
enterprise. This is the estimated total amount of income to colleglate
and noncollegiate institutions in 1971-72, the last year for which rea-
sonably complete data are available. Of this amount, an estimated $5.9
billion was provided by students (after deducting-student aid) in pay-
ment of tuition and other educational fees, $9.3 billion was provided
by state and local government, $8.1 billion was provided by the fedeial
government, $2.7 billion came from gifts and endowment income, and $3.5
b11110n came from auxiliary enterprlses and other institutional earnlngs.

As these figures clearly demonstrate, the financing of postsecondary

education in the. United States is a responsibility shared by students
and their families,‘ government at all leﬁels, philanthropic organi-
zations and individuals, and the institutions themselves. This N
sharing is diagrammed in Figure A, in which the five major f1nanc1ng
streams are illustrated. Although tuition and fees generate the
largest stream of income, an estimated $10.3 billion in total, only
somewhat more than half of this, $5.9 billion, comes from students:
and their parents. . The balance, $4.4'billion, comes fr~m financial
aid to students provided Dy local, state, and federai government

and private sources.
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Figure 3-A: Major Sources of Financial Support for
Postsecondary Education, 1971-72

> Students (Tuition
§ Fee Pavments}
- Tt $5.9 billion*
Local J State & Local
’ L Government ;
State, ——’=) e g1y Postsecondary Education
& Federal $9.3 billion \
Taxpayers
$17.4
billion — . Collegiate Noncollegiate
Federal
—_-.-"!—_-—) Government | / Sector Sector
_ $8.1 billion _
; : Auxiliary
. Private Philanthropy E .
: nterprises
& Endowment Earnings $3.5 billion
$2.7 billion *

*Net of student aidl
|

Total support for postsecondary education in 1971-72 consisted of
an estimated $25.1 billion in institutional support and $4.4 billion
in student financial aid (see Table'l). State and local governments
were the principal source of institutional support, while the federal“!
government was the principal source of student financial aid used by
students to pay tuition and other fees. An additional $1.1 biliion
in federal student uzid, which is excluded from these figureé, goes to

help students pay for their books and supplies and normal living costs.*

*The estimated $1.1 billion in federal student aid that goes to pay
for books and supplies, housing, and meals includes Veterans' and
Social Security benefits.
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Table 3-1: Major Sources of Income for Postsecondary-Education,

1971-72
{In billions)
Sources : Institu- Percent
of . tional Aid to-  Total of
Income Support  Students Support Total.
Student payments for
tuition and other fees $5.9+* -- $5.9 20.0%
State and local
government 9.0 0.3 9.3 31.6
Federal government 4.2 3.9 8.1 27 .4
Private philanthropy
~and endowment income 2.5 0.2 2.7 9.1
Auxiliary enterprises
and other activities 3.5 - 3.5 11.9
Total $25.1 $4.4  $29.5 100.0%

*Net of aid receivel by students from public and private sources
and paid to institutions for tuition and fees.

The financial support provided by each of the five major sources
comes iq a number of forms: budget appropriations, project grants,
subsidized loans, réstricted gifts, and tax behefits, to name a few.
In order to describe and analyze each financing source and all
sources combined, these financing forms or mechanisms are classified
according to the following basic categories:

' I. Institutional Support
A, General'insfitutibnal support
B. Categorical aid (current)
C. Construction aid
D. Tax benefits
E. Other institutional aid
11, Student Financial Aid

A. Grants and scholarships
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B. Loans (subsidized)
C. Tax benefits
General institutional support includes monies from all sources
that are unrestricted in purpose and are, therefore, available to
cover the full range of institutional costs. Categorical aid (cur-
rent) is support for current operations that is restricted to a
specific purpose, project, or recipient. Construction aid is that
aid provided for major institutional capital outlay, property acqui-
sition, and related costs. Tax benefits include benefits to insti-
tutions and benefits to individuals and organizations that provide
monies to institutions. Student financial aid includes Veterans'
and Social Security benefits and all grants, scholarships, and fel-
lowships, but only the subsidized portion of student loans, because
the unsubsidized portion is repayable by students out of their per-
sonal resources. Subsidized employment (such as work-study) is
inc.uded under institutional support, inasmuch as students are paid
for their services from these funds just as other employees are
paid from instituiional support.
In the following pages, each of the five major income streams

is described in terms of these categories.

Income from Tuition and Related Fees

Net Student Payments for Educational Services

Payments by students for postsecondary educational services
amounted to an estimated $5.9 billion in 1971-72, or 20 percent of
estimated ‘total income from all sources. This figure represents pay-
ments of $10.3 billion for tuition and other rela?ed fees, less an
‘estimated $4.4 billion in direct financial aid to students from local,
state, federal, and private sources; and $5.9 billion represents
the net cost to students. o

In addition to this net cost, students paid out an estimated
$7 billion for subsistence and education-related expenses, including

!
!
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room, board, necessary transportation, books and supplies, and miscel-
laneous other items.1 Thus, the total "out-of-pocket" cost fo students,
after deducting aid in the form of scholarships and grants and other types
of subsidies, was $12.9 billion.* To this figure, most economists
would add a "net opportunity cost'; that is, income forgone by stu-
dents who would otherwise be employed (or employed full-time), less

the additional subsistence costs associated with such employment.
Unfortunately, there is no generally acceﬁted method for estimating

this cost, and, therefore, the Commission chose to exclude it from its
analyses, It is nevertheless a very important cost from a student's
point of view and must be treated as a consideration of certain, if
unquantifiable, impact on the educational decisions of students and
potential students.2 A net opportunity cost may be especially important
as a barrier to those from low-income families.

During the 1960s, income to collegiate institutions from student
tuition and other fees rose slightly in relation to reperted . income
from other sources. This increase was shared by public and private
institutions of all types (see Table 2) but was particularly signif-
icant for four-year private colleges. Between 1961-62 and 1971-72,
income from this source rose from 28.6 percent to 34.4 percent of
total income for private institutions and from 8.6 percent to 14.8
percent of total income for public institutions. Thus, although many
state institutions raised tuition rates substantially in the latter
half ¢f the decade, the gap between public and private tuition rates
continued to grow during this period. The latest figures compiled by
the U.S. Ofgice of Education andmgﬁé College Scholarship Service indi-.

cate that the avéiage tuition for private four-year institutions has

*Approximately $2.5 billion of the $7 billion in subsistence and
education-related expenses is accounted for as income to auxiliary
enterprises (residence halls, cafeterias, and book stores), and some

. portion of it was paid out of the estimated $1.1 billion in federal
- grants to students that went to subsistence costs. If the remaining
subsistence costs to students are added to the total income to insti-
tutions, the total expenditure for postsecondary education rises to
$34.0 billion.




Table 3-2: Tuition and Other Student Fees as a Percentage of
Reported Fund Income, Collegiate Sector,'lb61-62,
1965-66, 1971-72

Institutional Type 1961-62 1965-66 1971-72 -

Private Institutions

Major universities............ 24.7% 25.4% 21.7%
Other four-year institutionms.. 31.3 34.3 l‘51.3
Two-year institutions......... 46.5 46 .4 50.8
All private institutionms...... 28.6 30.7 34.4

Public Institutions

Major universities............ 8.0% 9.1% 13.7%
Other four-year institutions.. 10.1 11.4 16.8
Two-year institutions......... ' 9.2 10.4 14.3
A1l public institutionms....... 8.6 9.8 14.8
All Institutions........ vereaans 17.2% .18.2% 21.9%

Source: U.S. Office of Education, Trends in Postsecondary Educa-
’ tion (Octcber 1970), pp. 120 and 129; HEGIS, Financial
Statistics of Institutions of Higher Education (1971-72).

risen to four times that of the average for public four-year insti-
tutions. )

It must be remembered, however, that these figures refer to gross
fuitjon charges before deduction of student aid administered by the
institutions. The tuition differential that applies to students who
are not eligible for financial- aid is substantially higher than that
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for low-income students who are. There is little .  no net tuition
differential between public and private institutions for students in
the lowest income quartile (see Chapter 5).

According to the data obtaineu from the Commission's survey of
career schools, noncollegiate institutions derive approximately 45
percent of their current income from tuition payments and another
11 percent from auxiliary enterprise incéme, which is largely from
services fo students. Correspondence schools rely must heavily on
-student charges, obtaining 96 percent of their current income-from-
this source. Public technical and trade schools, on the other hand,
rely heavily on governmental support anc receive only about 13 per-

cent of current revenue from student charges. (See Table 3.)

Costs of Attending Institutions of
Postsecondary Education

The average cost of attending a public four-year collegiate
institution as a full-time undergraduate in 1971-72 was $1,875 for
students residing on campus and $1,659 for students commuting from
off-campus residences. Students attending private four-year colleges:
and universities paid an average of $3,171 if they lived on campus
and $2,599 if they were commuters. Students who attended public two-
year institutions as commuters paid $1,526, or $133 less than those
who atteinded publiF four-year colleges and universities (see Table 4) .
These figures are derived from a survey of more than 2,000 collegiate
institutions by the Crnllege Scholarship Service (CSS) and represent
the only national data currently available. It should be noted, how-
ever, that they are institutional estimates rather than student esti-
mates and that, as averages, they obscure substantial diffcrences
among institutions, individual students, and regions of the country.
(For example, such averages obscure the fact that community college stu-
dents pay no tuition in California.) A CSS survey of college sophomo:es
in 1969-70 revealed significant differences in costs between male

and female studehts, blacks 'and whites, and commuters and residents—
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Table 3-3: Average Tuition Charges* of Noncollegiate
Institutions, 1971-72

Institutional Type Amount
Public:

Trade and Technical $104

Others 133
Proprietary:

Trade and Technical $1,620

Others 1,017
Nonprofit:

Trade and Technical $961

Others 396
Correspondence Schools $416*

Source: National Commission on the Financing of Postsecondary
Education (NCFPE)} Survey of Noncollegiate Institutions.

Note: Sampling was based on three major institutional categories:
(1) trade and technical; (2) others; and (3) correspond- .. .
ence schools. :

Trade and Technical institutions include, for example, auto
mechanics, baking, barbering, bartending, carpetlaying,
drafting, and other technical programs. Others include
vocational programs, business schools, cosmetology pr- -ams,
flight training, hospital and para-medical programs, an’
commercial training programs.

Three institutional controls—public, proprietary., and
nonprofit—may be explained as follows:

Public: Institutions controlled by federal, state, or
local governments.

Proprietary: Instltutlons operated as a private,
profit-making school.

Nonprofit: Institutions operated as an independent non-
profit-making school.

*Estimated tuition for nine-month academic year average.
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/
differences that do not show up in institutional reports.3 According
%o.this study, male students spend $150 to $200 more than female stu-
éents, with the additional amount spread over nearly every category
of expense. Similarly, white students spend an average of $500 to
$600 more than black students, largely because whites enroll at
higher cost institutions and pay more for room and board7 transpor-
tation, and other items. According to this survey, the difference
in costs.for residents and commuters runs from $700 to $1,000, but
this reflects primarily the fact that students living at home did
not report room and board costs absorbed by their families.

According to a study of student costs conducted in 1969-70 for the
College Scholarship Service, the total cost to the average unmarried under-
graduate was divided as follows: 43 percent for tuition and other -fees;
31'percent for housing; 9 percent for transportation; and 17 percent
for all other expenses.4 These averages obscure some significant dif-
ferences in the distribution of costs for individqal’students (éée
Figure B). . ) /

Without question, the cost of attending a collegiate institu-
tion of any kind has gone up rapid1y4oVer the past decade, increasing
more than per capita income and, therefore, becoming an increasing
burden to those who must pay the cost.s' Between 1960 -and 1970, per
capita income rose by an average annual rate of 5.8 percent while
average tuition and fees rose by an average of 7 percent each year.
In the two-year period of 1970-71 through 1972-73, average expenses
for commuglng students increased by about 7 percent per year while
average eﬁ?enses for resident students increased from 2 to 6 percent
per year. For commuters, the principal increase was for board and
Toom. Fof resident students, the sharpest increases were for tui-
tion and fees. X

Especially notable has been the increase in tuition charged
out-of-state students by public institutions. Several states now

charge nonresident- students a level of tuition that is approximately

76 ' L



Figure 3-B.: Distribution of Average Student Costs,
by Sex, Race, aqd Residence
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equal to the institution's estimated cost per student for '"education
and géﬁeral" expenses. The apparent purpose of such high rates is

not only to increase revenue but also to discourage large numbers of
out-of-state students from enrolling.* At last count, approximately
334,000 undergraduate students and 110,000 graduate and professional

students cnrolled in an out-of-state public institution.6

Sources of Student Funds

‘To meet the costs of continuing their education beyond high
school, students draw upon their own resources (or those of their
families, spbuses, or other relatives) and upon subsidies from govern-
ment and private sources. As noted earlier, of the estimated $10.3
billion paid to postsecondary institutions for tuition and other
related fees, an estimated $5.9 billion.is paid out of student
resources, and $4.4 billion is paid out of financial aid provided by'
local, state, and federal government and vapious private sources.**

A study sponsored by the College Entrance Examination Board
indicates that for college sophomores, student aid in the form of

scholarships and grants (excluding Social Security and Veterans'

*At the same time, however, several states are attempting to miti-
gate the effect of high nonresident tuition through bilateral and
multilateral exchange agreements.

**This is not the total amount of public money spent on students,
however. Students receive public funds not only directly through
financial aid and tuition but also indirectly through the low tuition
made possible at public institutions by substantial public support
received by public institutions. Public and private support in
the form of tuition waivers and reduced tuition have aiready been
deducted from student charges, however, and so need not be deducted
again from student payments for tuition and fees in order to arrive
at the net cost that students must pay from the1r own (or their
family's resources). . .



benefitsj p;ovides only 16 percent of total student support from

all sources for subsistence costs and tuition and fee payments7 (see
Figure C). This same study indicates that the level of support

from parents is 38 percent for méle students and 21 percent for black
students, while "term-time" employment accounts for 18 percent of
suppdrt for all male students, 15 percent of support for all black

students, and 37 percent of support for all students enrolled in
public two-year colleges (see Table 5). !

Figure 3-C.: Source of Student Support for
College Sophomores, 1969-70

Other
resources* Aid
20% from
parents
44%
Part-time
work "
15% Schol-
Loans larships
10% {and
grants -
11%

Source: E. W. Haven and D. H. Horch, "How College Students
Finance Their Education”" (College Entrance Examination
Board, 1971).

. 1
*Includes Veterans' and Social Security benefits.
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State and Local Financing for Postsecondary Education

Powers and Responsibilities of State
and Local Governments

In the United States, primary responsibility for the support of
education at all levels rests with the states and their various polit-
ical subdivisions. Traditionally, the states have delegated responsi-
bility for operation of the elementary and secondary schools to local
government but have retained full authority for the development of
postsecondary education, except in the cases of community colleges
and vocational schools that may be operated by either state or local

" . —__governments, or both. |
To carry out their responsibilities with respect to postsecondary

+ education, the states are empowered to grant charters and other privi-
leges of incorporation to educational institutions, provide for the
establishment and maintenance of public -institutions of higher educa-
tion, tax or exempt from taxes the property‘ana income of educational
institutions, and protect -the public's interest in the operation of
both public and private. educational institutions and.agencies. In
addition, each state has specific powers and duties regarding the
establishment, governance, and support of postsecondary education

» that are listed explicitly and implicitly in its constitution. The
powers .and duties of the various political subdivisions of each
state—cities, counties, townships, special districts, and so on—
derive from those of the states and are ordinarily defined by
statute. ‘

Although the basic powers and responsibilities of each of the
states are similar, the manner in which they have been carried out
varies considerably from state to state and region to-region. A num-
ber of states have invested vast sums from tax revenues to build
e*tensive networks of public.institutions. Some 'states with a

stronger tradition of private postsecondary education have made
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much smaller investments in public facilities but have sought to
aid in the continuing development of private institutions. Other
states have sought to encourage the development of a "balanced!
system of public and private institutions. As a consequence, in
many respects there is not a single system of postsecondary

. education in this country; there are fifty systems.

Objectives of Stdte Support

In carrying out their responsibilities for the support of post-
secondary education, however, the fifty states have shared a number
of basic objectives. All states seek, for example:

B To provide maximum postsecondary educational oppor-
tunities for their citizens according to the finan-
cial resources available to states and the attitudes

of their citizens regarding government's responsi-
bility for providing such opportunities.

B To provide training in professional and technical
occupations_ believed to be important to the eco-
nomic development of each state and the welfare of
its citizens.

B To encourage research in areas ofystrong public
interest (fcr example, med1c1ne, agrlculture, and
engineering). .

B To encourage young men and women of exceptional

ability to obtain advanced knowledge and skills

in the arts, humanities, social sciences, and

natural sciences. .

Originaily, the states attempted to achieve these objectives by
'"aiding in the establishment, of private colleges and universities and
1

by supporting them with public funds, a practice that continued well
into the nineteenth century. In the early 1800s, however, the states
began to build public universities and 'normal'' schools (teachers
colleges). This action was given considerable impetus, particularly

in the midwestern and western states, with the passage of the Morrill

82



Act in 1862. Eventually, as the public institutions began to grow
and gain in reputation as centers for instruction and research, the
states, with one or two exceptions, discontinued direct public aid
to private institutions and concentrated their interest and resources
on the public institutions. By 1900, all but one of the states had
established at least one public institution of higher education, and
38 percent of all college and university students were enrolled in

' public institutions. By 1920, over half of all college aﬂﬂ'univer-
sity students were enrolled in public institutions.8 It was not
until the 1950s, just before the most recent surge of building pub-
lic colleges and universities, that the states began to turn their
attention again to the private institutiéns and to provide them with
substantial amounts of public aid, first through state scholarship
programs and then, more recently, through direct grants and con-
tracts.

As'subordinate units of state governﬁents, local governments
first served to-adapt state educational objectives to local needs
and ambitions by setting up public junior colleges and establishing
and operating four-year municipal colleges and universities such as
those in Akron, Louisville, Cincinnati, and New York City. More
recently, the rapid expansion of two-year colleges in a number of
states has resulted in a corresponding increase in local financing
for postsecondary education and in local responsibilitysfor admin-
istering these institutions. Between 1962 and 1972, thefjnumber of

special districts that operate two-year colleges rose by

- total of 3G7. Twenty-two of these districts operated el
secondary schools as well, but 345 operated two-year col
A number of counties, municipalities, and special distri
more than one college so that, in 1972, a total of 557 sdparate two-
year institutions were operated by the 487 local units (pee Table 6).
In 1971-72, there were 570 two-year colleges in thjrty-two states

and the District of Columbia sﬁpported by a combinatioff of state and

[R—
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Table 3-6: Number of Local Governments Operating Postsecondary
Educational Institutions, 1962, 1967, 1972

Local Government 1962 1967 1972

COUNTIeSarrnnnnrens 41 78 112

Municipalities..... 19 13 8

Spécial districts.. 248 316 367 ¢
Total.eeeesonne 308 407 487

Source: U.S. Bureau of the Census, Public School Finances,
for years 1962-72.

local financing. There were an additional 226 two-year colleges in
nineteen states financed by state governments alone. (In five of
these states, there were some colleges with mixed support and some
with state support only.) In general, however, the local responsi-
bility for operating and financing two-year colleges appears to be
declining as a result of increasing opposition to heavy reliance

on local property taxes to support these institutions and growing
state interest in improving statewide coordination and planning

for all postsecondary institutions.*

Forms and Methods of State and Local Support

State and local governments provide support for postsecondary
education in several ways: direct and indirect support for public
institutions of higher education, direct and indirect aid to private

colleges and universities, financial aid to students, and support

*See Appendix A for the distribution of current income for public
two-year colleges by state.
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for various other public agencies and programs. By far the greatest
amount of state and local financing is provided as direct and indi-

rect support for public institutions.

1. Direct and Indirect Institutional Support

Of the 1,193 public collegiate institutions in this country in
1972-73, state governments supported and operated 849, 335 were
under the jurisdiction of and supported by local governments, and
9 were supported by the federal government.* Those institutions
that are operated by the states receive financial support through
direct annual appropriations for current operations and capital
outlay, special grants (including grants from other state agencies),
student aid, authority to issue bonds, and exemption from certain
state and local taxes. In 1971-72, measurable state support for
public institutions amounted to-$7.7 billion. Those institutions
that are operated by local governments are supported in much the
same way, although a large proportion of their local support comes
directly from local tax revenues collected for that purpose. In
1971-72, measurable support from local governments for local public
institutions amounted to $1.1 billion. In addition, of course, those
institutions received substantial financial support from their state
governments.

The history of stute and local support for private colleges and
universities in the United States goes back to the colonial period
when Massachusetts provided public financing for the support of
Harvard College when it opened in 1636. Harvard continued to receive
public funds well into the nineteenth century, as did many other pri-

vate institutions that were established in the colonial period. It

*The figure 849 for state institutions includes 175 '"state and local"
institutions and 2 "state-related" institutions according to the U.S.
Office of Education's control-classification. The figure for locally
operated institutions excludes 223 that are not classified as insti-
tutions of higher education.
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was, in fact, customary among the original eastern states to appro-
priate state revenues directly to private secondary and postsecondary
schools and colleges, including church-related institutions.

Originally, one of the principal purposes of state and local
support of private postsecondary institutions was to foster the
establishment and expansion of higher education in order to provide
opportunity for advanced training, primarily in the professions.
However, public financing of private institutions was eventually
limited primarily to indirect forms of aid, such as allowing such
institutions to be exempt from state and local property taxes. But
more recently, interest in providing state support to private insti-
tutions has been renewed, particularly in those states where private
institutions are relatively numerous and have excess capacity that
can be used at less expense than would be incurred if new public
facilities were built.

In the states that have acted to provide direct or indirect
aid to private colleges and universities, the primary justification
has been that, without such aid, private institutions would no
longer be able to compete for students against heavily subsidized
public institutions. Private institutions would thereby lose their
ability to provide a diversity of educational experience and to
serve students who would otherwise attend tax-supported public
institutions. New York's Heald Committee on Higher Education (1960},
for example, argued in its report that private institutions should
be aided because they ''give American education a diversity and scope
not possible in tax-supported institutions alone, and they have an
opportunity to emphasize, if they wish, individualistic patterns of
thought, courses of social action, or political or religious activity."
This is an argument that has been repeated in many similar studies in
other states during the past decade. ,

During the 1950s and 1960s, private collegiate institutions
grew significantly in enrollment, But they grew much more slowly
than did the public institutions because they were not under the
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same pressure to accommodate the surge of students then graduating
from high school and because large numbers of those students were
attracted to two-year institutions, of which relatively few were
privately operated. As a result, in the decade from 1960 to 1970,
the distribution of enrollment nationally shifted from 59 percent
public and 41 percent private to 73 percent public and 27 percent
private; and in several states, the shift was even greater.

In the past few years, rising operating costs have continued
to widen the gap between tuition charged by public jnstitutions
and that charged by private institutions. This gap has further
reduced the ability of private institutions to attract students
at a time when enrollment growth is ending and some institutions;
both public and private, are losing students. To continue to
attract students from the lower-income groups, the private insti-
tutions must increase their student aid funds, obtained largely
from tuition charged higher-income students. This circumstance
has meant that many private colleges and universities are having
considerable difficulty meeting their enrollment quotas and
obtaining budgeted irncome from student charges.

As a consequence, private colleges and universities have
recently increased their efforts to obtain greater direct and
indirect support from the state legislatures. The ability of
private institutions to obtain greater support is limited, how-
ever, by a number of factors—~state constitutional provisions
regarding the use of public funds to aid private institutions,
traditional attitudes among state voters and legislators, and
the willingness of the instituiions to band together to exert
maximum political pressure in their own behalf.

Several State constitutions are very restrictive with regard to

9|

use of public funds for private institutions.” ' But the majority of

the state courts have not tended to interpret the state constitutions

RPN
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narrowly and have generally followed the lead of the United States
Supreme Court. Although emphasizing the need for maintaiding
public neutrality in dealing with church organizations, both state
courts and the Supreme Court have determined that when state funds
are appropriated for a 'public purpose,” the principal issue is
what specific purpose is to be served and not who handles the money
{on tqﬁ assumption that not all church-related organizations are
inherently sectarian.)10 Thus, to many observers, the question of
state aid to private institutions is more a political question
than a legal issue. That in 1972 nineteen states provided some
form of direct aid to private institutions seems to bear out this
judgment. In general, such state support has been provided in
those states where private institutions enroll at least 15 percent
of the total number of students in all collegiate institutions
and where the private institutions have been willing to work
together to promote their case before the legislature. Although
there is strong political opposition in nearly every state to
direct appropriations for institutional operating costs and con-
struction grants for private colleges and universities, there is
considerable sympathy for (or little opposition to instruction con-
tracts, tuition equalization grants, and other forms of student aid,
provided that expenditures for these purposes do not have an imme-
diate and substantial impact on support for public institutions.
The greater portion of measurable state and local aid to pri-
vate collegiate institutions is provided in the form of student
financial assistance, either to all students, regardless of whether
they attend a public or a private institution, or only to those who
attend private institutions. But many states also provide direct or
indirect aid to private institutions. In 1971-72, the fifty states
and the District of Columbia provided an estimated $185 million in
measurable aid, direct and indirect, to private colleges and univer-
sities. Local aid to private collegiate institutions amounted to
$48.5 million in 1971-72.
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a. General institutional support

Public institutions of higher education at the state level
receive more than 95 percent of their state support and abproximately
40 percent of their total support through direct appropriations by
the state legislatures. 1In each state, these appropriations are
included in and governed by the annual state budgets that are drawn
up either by state budget offices in the executive branch or by
legislative appropriations committees. The executive or legislative
budget for postsecondary education is usually based in large part on
the budget requests submifted by the institutions, and reviewed, in
some cases, by state higher education coordinating agencies. In one
state, Oklahoma, the statewide governing board submits its budget
request directly to the legislature and subsequently allocates the
amount appropriated to it among the various institutions under its
jurisdiction.

In some states, the institutional budget requests are drawn up
by campus financial officers who simply estimate the total spending
needs of their institutions for their various functions during the
coming fiscal year. Increasingly, however, institutional budget
requests for similar institutions are based in large part on formulas
that allocate state support according to a certain number of dollars
per individual student, student credit hour, full-time equivalent
student, or faculty position. The Texas Commission on Higher Educa-
tion, for example, has drawn up budget formulas for general admin-
istration and student services (based on "head-count' enrollment),
faculty salaries, departmental operating expenses, libraries (all
based on student credit hours), organized research (based on enroll-
ment by level), building maintenance, and custodial services (based
on building area and materials) that are used in preparing the bud-
get requests for all public sector colleges and universities in
Texas. Tennessee, Oklahoma, Georgia, Ohio, and Louisiana also use

formulas of this nature. In a number of other states, including
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California, Missouri, and Oregon, various formulas based on costs
per credit hour, student-faculty ratios, and other standard measures
are used in constructiﬁg campys budgets, but in themselves do not
always determine the final budget authorization.

In nearly every state in which there is a statewide coordinating
agency, there has been an effort to establish unit cost measures as
basic budget-building devices, primarily to narrow the scope of nego-
tiations with the individual campuses and to gain some rough equity
in the support of comparable institutions. It is true, however, that
thesc bulget devices are frequeqtly ignored during the appropriations
preocess, when budgets aye adjusted to reflect the actual amount that
the legislatures can or will appropriate. But in the case of state
support for the current expense of community colleges and special
technical schools, more than half the states follow a simplified
unit cost approach (for example, $450 per full-time equivalent stu-
dent). The unit cost, which may be adjusted from year to year, fixes
the total amount to be appropriated each year. Generally, the unit
cost is not so much a measure of average cost as a measure of how
much the state is willing to provide as its share of the operating
expenses of the local institutions. And it is the reéponsibility of
the local governing boards to adjust their programs or the level of
support from local funds accordingly. The California Community Col-
leges, for example, the largest public two-year college system in
the country, receive nearly all of their state support according to
a formula-based appropriation similar to that used in many states to
support clementary and secondary schools.

Ano}her form of general institutional support is financing for
student employment. Nearly every state provides some such aid through
matching contributions for work-study and support for teaching and
research assistantships for graduate students.

Nine states provide some form of general institutional support

to one or more private colleges and universities. In a few cases,
|
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such aid has been provided for many years. Pennsylvania, which has
tprovided direct financial assistance to private, nonsectarian'colleges
; and universities since the colonial period, now allocates approxi-
mately one-third of its higher education expenditures to private
institutions. Pennsylvania provides general institutional support
to fourteen private institutions and three "state-related" univer-
.sities that have become all but indistinguishable fromipublic
institutions.11
In other states, however, current programs of direct institu-
tional support of this kind are of relatively recent origin. In
1969, New York, which, of all the states, now has perhaps the most
compiex and extensive ties with private institutions, began pro-
viding "Bundy aid''—flat amounts of aid based upon the number of
degrees awarded each year. 1In 1971-72, the appropriation for this
program, based upon $400 per bachelor's and master's degree and
$2,400 per doctorate, was $30.5 million. Maryland began granting
support to several private institutions in 1962 and 1963; and when
such aid survived a court test, the Maryland legislature appropriated
nearly $6.6 million to private colleges and universities in 1965. In
1971, Maryland switched to a program of direct grants similar to New
York's "Bundy aid" (providing $200 per associate degree and $500 per

bachelor's degree), and appropriated $1.9 million for that purpose

' for 1971-72. Illinois began its program of general assistance grants

to private colleges and universities in 1971, and now provides more
than $6 million in such aid each year, based on a formula of $100 per
full-time freshman and sophomore and $200 per full-time junior and

senior.

b. Categorical aid

In addition to general institutional support, the states provide
support for public institutions in the form of direct grants for spe-

cific purposes—agricultural research, public service programs, and
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others—that are not incorpurated in the institutional budgecs.
Some of this support is provided through ovher state agencies in
the form of grants and coﬁtracts for research, special institu-
tional programs, and extension courses. Generally, however, these
funds amount to a very small proportion of the income of the
institutions and are not comparable to the funds received for
these purposes from federal agencies.

For several years, the,states nave also evidenced considerable
interest in providing aid to private colleges and universities for
specific purposes——purposes'that correspond to particular state needs.
Thus, eleven states now provide direct support for private medical
and dental schools based on a unit cost per student enrolled or per
student enrolled above the enroliment for a base year. The rationale
for this type of aid is that it is the least expensive way for a
state to maintain or expand its supply of health care personnel.
Several states also provide aid for special programs of counseling
and tutoring for educationally disadvantaged students. For example,
in 1971-72, Pennsylvania appropriatqd $700,000 to private institutions
for support of remedial programs for disadvantaged students.

Support for specific purposes is provided either by annual grants
Eér under a contractual arrangement whereby the state agreés to pay a
fixed amount (often a unit amount) for the educational or other ser-
vices to be provided. In this way, the state is simply purchasing
specific services from a private contractor, much as it would for
other purposes. Such contractual arrangements are frequently used
for professional training. For example, New York allocated $1.2
million in 1972-73 for contracts with public and private two-year
colleges, four-year institutions, and hospitals to expand their nurs-
ing programs. Texas allocated $6.7 million in 1972-73 for contracts
with Baylor University for the medical and dental training of state
residents and $300,000 for a similar contract with-the Texas College

of Osteopathic Medicine.

92



c. Capital outlay

State and local governments provide capital outlay/funds for
public institutions by direct appropriations from current funds,
appropriations from bond funds (or, viewed alternatively, for debt
service on those bonds if they are not repaid from institutional

I resources) and by delegating authority to issue bonds. At present,
capital outlay expenditures are not well reported and must be
derived largely from reported annual increases in plant value. It
is estimated, however, that the states provided $500 million to
collegiate institutions for capital outlay in 1971-72, not including

" interest costs for bond funds.

The common method of providing aid to private colieges and uni-
versities for the construction cf instructional and other facilities
is through bond-financed lcans. Eleven states have establishFd state
educational facilities authorities that are authorized to make long-
term construction loans to private institutions. To obtain the funds,
the state authorities are authorized to issue revenue bonds. The fact
that these bonds are tax-exempt and that few states have difficulty
in selling their bonds means that they can provide ample funds to the
private institutions at interest rates well below those the private
colleges and universities would have to pay on their cwn. Tﬁis is,
in effect, a system of subsidized borrowing that increases stafe
costs only to the extent that the sale of such bonds may tend to
reduce the market for other state bonds and therefore raise the int-
erest rates charged by the financial institutions that handle them.

New York was the first state to establish an educational facil-
ities agenty. The Dormitory Authority of the State of New York has
provided funds from tax-exempt bonas for construction of residential
facilities on private campuses since 1955. 1In 1959, this financing
was extended to academic facilities and in 1970 to major remodeling,
restoration, and modernization of educational buildings. More v

recently, South Carolina has established a unique program under which
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its bond authority is authorized to permit private colleges to issue

their own tax-exempt bonds to finance constriction projects.

d. Tax exemptions and credits

Another form of public support provided public and private insti-
tutions is exemption from state and local taxes—primarily property

and sales taxes and state and federal income tax on endowment

'earnings. Additionally, public as well as private institutions

benefit from the tax exemptions and credits granted individuals

and corporations that make gifts to the institutions. Unfortunately,
there are no reliable estimates of the total value of these exemptions
and credits to the institutions.12

Two states, Indiana and Michigan, permit individuals and corpo-
rations to receive partial credits against state income taxes for
gifts to private or public institutions of higher education. In
Indiana, the credit is limited to a maximum of $50 for individuals
and $500 for corporaticns; in Michigan, the limits are $100 and
$5,000. Both states adopted these provisions primarily as a way of
helping private institutions to raise endowment funds; but in Indiana,
at least, recent reports indicate that public institutions are bene-
fiting more than are private institutions. The total amount of tax
credits claimed in Indiana in 1971-72 was $1,128,000,

Like the federal government, many states with personal or corpo-
rate income taxes, or both, allow gifts to educational institutionms,
public or private (nonptofit), as itemized deductions. And in most
cases, these states also follow the federal lead in allowing a deduc-
tion for tuition payments under certain very limited circumstances.
But this arrangement, of course, benefits only those students who
have sufficient annual earnings to pay income taxes.

Finally, it is common for states to exempt, fully or partially,
all educational institutions from property taxes, sales taxes, and

taxes on gasoline used for vehicles required to transport students
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to and from campus. Although these exemptions, and espe-ially the
property tax exemption, constitute a major subsidy to private higher
education, few states attempt to measure the cost. One estimate is
that the property tax exemption is equivalent to approximately 15

percent of the current income of private institutions.13

e. Other forms of institutional aid

Several states grant private institutions other types of indi-
rect aid., At least three states permit private institutions to par-
ticipate in centralized state purchésing programs that may gain sub-
stantial savings on large volume purchases. Two states, Tennessee
and California, have for many years granted private educational
institutions the power of eminent domain.

It should also be noFed that a large number of smaller states
aid private institutions in other states thromgh tuition bayments
administered by regional agencies. Alabama, for example, contracts
through the Southern Regional Education Board for the graduate and
professional training that Alabama residents receive in out-of-state
institutions. Of the $133,000 Alabama appropriated for this purpose
in 1972-73, at least 9{r percent went to private institutions. Simi-
lar contracts are administered by the Western Interstate Commission
for Higher Education and the New England Board of Higher Education
in their regions.

-

2. Student Financial Aid Programs

In fiscal year 1972-73, the fifty states spent an estimated $348
million for undergraduate student aid in the form of scholarships and
grants, plus a substantial sum for guaranteed and direct loans, tui-
tion waivers and reductions, and Yarious restricted grants to special
categories of students. The major scholarship and grant funds went
to 748,700 students attending both public and private inftitutions

of higher education (see Table 7). Over the past four years, the
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Table 3-7: State Scholarship and Grant Programs,
1969-70 through 1972-73

Awards/Recipients 1969-70 1970-71 1971-72 1972-73

Total Awards

(in millions)......... $191.5 $230.2 $291.0 $348.2
Number of
RecipientF ............ 487,800 587,800 635,500 748,700

Award Fundc per
Recipient............. $393 $392 $458 $465

Source: Annual reports of state scholarship and grant programs
compiled by Joseph D. Boyd, Executive Director, Illimois
State Scholarship Commission, and supplementary data
obtained from individual states.

total figure for scholarships and grants has grown approximately 20
percent per year, a substantially higher growth rate than that for
enrollment alone, but probably just enough to keep only slightly
ahead of increases in enrollment and tuition combined.

Despite recent increases, state spending for student aid, includ-
ing the cost of state-administered loan programs and other forms of
aid, accounts for no more than 4 or 5 percent of total measurable
state and local support for postsecondary education. And this sup-
port is unevenly distributed among the states. Six states—California,
Illinois, New Jersey, New York, Ohio, and Pennsylvania—account for
78 percent of the total student-aid financing and 67 percent of the
student recipients. These are also the states with the largest stu-
dent populations, but they are not necessarily the states with the
largest commitment per student (or per potential student) when stu-

dent aid and institutional support are added together. It is evident,
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however, that there is substantial variation among the states in the
amount of aid available to students from low- and middle-income fam-
ilies and that this is a fact that any carefully designed federal
student-aid program must take fully into account. For example, Ala-
bama, Arizona, and Nebraska have no prcgfams to aid such students
other than tuition waivers provided by individual institutions.
California, Connecticut, fllinois, New York, and a number of other
states, on the other hand, have developed rather substantial programs
of aid for. needy students.

Local governments are not important sources of student aid.
Locally operated institutions, and especially the two-year community
(junior) colleges, generally charge low tuition, and many local
jurisdictions have lacked authority to spend tax funds for bayments
to students. Total student aid from local governments in 1971-72
was $3.9 million for public institutions and $2 million Sor private
institutions, according to institutional reports.

Financial assistance to students who attend private collegiate
institutions is the principal form of state aid to private colleges
and universities. 1In 1972-73, based upon the figures from those
states for which such data are available, it appears that approxi-
mately 60 percent, or $200 million, of the $348 million provided by
the states for grants and scholarships went to students at private
colleges and universities. Several states that have low tuition
for their public institutions have established student aid programs
that are available only to students attending private institutions—
a form of aid that is commonly referred to as tuition equalization.

Student aid has been the most popular form of state aid to pri-
vate institutions, not only because it expands student oppoftunities
to attend the institution best suited to each individual's needs,
but also because it presents little or no constitutional problem in
most states. The basic purpose, it can easily be argued, is to

expand access and choice rather than to help support any particular
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kind of institution. And because most state programs cover only tui-
tion or tuition and other mandatory fees, the greater part of this
aid usually gues to students at private institutions, where the tui-
tion is much higher. The fact that their students receive such aid
enables the private institutions to use their own student-aid funds
either to attract more students, to enrich their existing aid efforts,
or for some other purpose. (It should be noted, however, that the
tuition and fee income, partly from state scholarship aid, meets

orly part of the cost of educating each additional student.)

a. Competitive scholarships

Traditionelly, the largest states have favored competitive
scholarship programs, based on need and merit. These programs pro-
vide aid to cover the greater part of the cost of tuition and other
mandatory fees at the public or private institution of a student's
choice. New York, California, Massachusetts, Michigan, Indiana, and
ten other states support large programs of this type. In several
‘states, the number of new awards has been tied to a percentage of
the previous year's high school graduates. Ordinarily, students
may not use these awards to attend out-of-state institutions, although

Connecticut and New Jersey permit their award winners to do so.

b. Noncompetitive tuition grants

More and more states are providing grants of up to $800-1200 per
year to all students who are determined to be in need of aid. The
grants are usable at either public or private institutions. In most
ce.ses, however, the grant is limited to the total cost of tuition and
otvher mandatory fees; and it does not, therefore, assist in meeting
subsistence costs, even at low-tuition public institutions. Ohio,
Illinois, Massachusetts, New York, Tennessee, Pennsylvania, and ten
other states provide aid of this sort. Pennsylvania's program, the

largest of its type, is unique in that it is open to students who
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attend proprietary schools as well as to those who attend tradi-
tional colleges and universities. Vermont and several other states
provide grants that are available to student residents who enroli

in out-of-state as well as in-state institutions. It should also be
noted that an increasing number of states provide a combination of

competitive and noncompetitive awards.

c. Educational opportunity grants

A few states now provide aid intended primarily for "'dis-
advantaged" students—students who come from low-income families
and/or have marginal records of achievement. Generally, these
grants are intended to cover some part of subsistence costs as
well as tuition and other fees. New York, California, and New
Jersey are among the states that operate large programs of this
nature. In addition, several states provide special scholarships,

grants, or tuition waivers to American Indians.

d. Tuition equalization grants

At least nine states, including Alaska, Georgia, Iowa, Nebraska,
and New Jersey, now provide grants limited to students who attend
private institutions. These grants are intended to offset the dif-
ference in tuition rates between public and private institutions. In
some cases, they are available only for students who enroll in private
ihstitutions; in others, the same objective is achieved by providing
that the institution at which the student enrolls must be one that
charges a rate of tuition above that of the state's public institu-
tion with the highest tuition. This type of program has become
increasingly popular in those states where there is considerable con-
cern for the financial problems of private institutions and in which
the private institutions have en effective voice in the legislature.
In at least three states, however—Nebraska, Yashiigton, and Ken-
tucky—such programs are undergoing court tests as to their consti-

tutionality.
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¢. Grants for enrollments in other states

Quite a few states offer a limited number of grants to students
who must attend out-of-state institutions to obtain the courses they
want. Delaware operates its own program of this type, but most
states do so through a major regional association such as the Western
Interstate Commission for Higher Education and the Southern Regional

Education Board.

f. Guaranteed student loans

Twenty-four states administer their own guaranteed student loan
program in cooperation with the federal government. In general,
these are quite similar to the federally-administered guaranteed loan
program. Five states have contracted with a private agency for this
purpose; two states, Wisconsin and Texas, are themselves the financ-
ing agent for loans made directly to the students. The remaining
nineteen states rely on the U.S. Office of Education to administer
the federally-guaranteed loans. Only the subsidized portion of such
loans is properly considered as student aid, inasmuch as the students

themselves or their parents must eventually pay the unsubsidized portion.

g. Direct student loans

At least seven states provide direct student loans that are
similar to the federally-sponsored National Direct Student Loans. A
majority of the loans are limited to students in particular training
programs, such as teacher training. Again, only the subsidized por-

tion is counted here as student aid.

3. Trends in State Support

In the past two years, eight states—Kentucky, Missouri, Nebraska,
Oklahoma, New Hampshire, North Carolina, South Carolina, and Virginia—

have launched new comprehensive scholarship or grant programs. This
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year the legislatures of several other states are considering legis-
lation to provide new forms of aid or to expand exiéting programs
substantially. Much of the impetus behind this action comes from

a growing concern for the financial stability of private institu-
tions and a closely related interest in increasing student choice

to the greatest possible extent. As a consequence, proposed
increases in student aid have been more populgr with the governors
and legislators of the fifty states than prop@séd increases in
direct support to institutions. 1

Continued growth in state student aid programs is prob-
able for the next few years, especially in the form of non-
competitive grants for students attending public and private
institutions (possibly with some increase in tuition at
public institutions) and tuition equalization grants for
students who enroll in nonsectarian private institutions.
Pennsylvania now operates a grant program available for
students who enroll in proprietary institutions; and if
fedzral support is provided to match state grants as author-
ized under the Education Amendments of 1972, state aid to
students attending proprietary institutions will increase
substantially,

There is particularly strong interest now in many states in
increasing aid to private institutions. As representatives of
private colleges and universities have become more effective
at presenting evidence of the financial problems faced by their
institutions and at suggesting how the states can help without
violating constitutional prohibitions, state iegislators have
become increasingly receptive to their arguments. This interest
has received further impetus from the growing concern for expanding
student choice and the knowledge that many private institutions
may have unused instructional capacity. As a consequence, in the
past three years, nearly every legislature in states in which

there are several private institutions has considered at least
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one proposed new form of student assistance, and many new programs
have been adopted.

In 1971, California expanded its scholarship program and estab-
lished a program for contracting with private medical schools for
increased enrollment; Illinois enécted its financial assistance pro-
gram for 'monpublic' institutions and appropriated nearly $6 million
in first-year grants; Minnesota adopted a program of grants to pri-
vate, nonprofit colleges to encourage enrollment growth; and Oregon
authorized its state scholarship commission to contract with private
institutions for undergraduate instruction for state residents. In
1972, there was even more a<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>